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A BILL TO BE ENTITLED
AN ACT
relating to the acquisition and regulation of manufactured homes.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Section 1201.101(f), Occupations Code, is
amended to read as follows:
(f) A person may not act as a salesperson of manufactured

housing unless the person holds a salesperson's license [#s—=&

license—holder]. A retailer or broker may not employ or otherwise

use the services of a salesperson who is not licensed. A licensed

salesperson may not participate in a sale of a manufactured home

unless the sale is through the retailer who sponsored the

salesperson's application as required by Section 1201.103(d).

SECTION 2. Section 1201.103(d), Occupations Code, 1is
amended to read as follows:
(d) An applicant for a salesperson's license must:
(1) file with the director an application that
provides [p¥owiding] any information the director considers

necessary [+] and that is sponsored by a licensed, bonded retailer;

and
(2) pay the required fee.
SECTION 3. Section 1201.106(a), Occupations Code, is
amended to read as follows:

(a) An applicant for a license or a license holder shall

file a bond or other security under Section 1201.105 for the
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issuance or renewal of a license in the following amount:

(1) $100,000 for a manufacturer;

(2) S$50,000 for a retailer;

(3) $30,000 for a rebuilder;

(4) $50,000 [$264008] for a broker; or

(5) $10,000 for an installer.

SECTION 4. Section 1201.107, Occupations Code, is amended

by adding Subsections (d) and (e) to read as follows:

(d) If a retailer or broker offers for sale or participates

in any way in the sale of a manufactured home at an unbonded

location, the retailer or broker must:

(1) didentify the bond on file with the department in

conjunction with that person's license; and

(2) provide contractually in the sales transaction

that the identified bond applies to the sale at the unbonded

location.

(e) 1In this section, "location" means an undivided parcel of

real property where more than one manufactured home is located and

offered for sale, exchange, or lease-purchase by a retailer or

broker to the public.

SECTION 5. Sections 1201.113(a), (b), (e), and (qg),
Occupations Code, are amended to read as follows:
(a) The board shall recognize, prepare, or administer

certification and continuing education programs for salespersons

[pexrsens] regulated under this chapter.

(b) A person who holds a salesperson's license [hetdex] must

participate in certification and continuing education programs as

79R4234 QS-F 2



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

provided by Subsection (e).

(e) To maintain the salesperson's license, a salesperson
[Rexsens] regulated under this chapter [and—direetly invelved—in
the—sale—of manufactured—housing] must complete eight hours of

certification and continuing education programs each year. The

programs must address [state—andfederal—taw—applticable—to—all
mapafactured—housing—retailer—practices—and] relevant consumer

protection regulations and ethical standards. A salesperson must

complete eight hours of instruction not later than the 90th day

after the date the salesperson's initial license is issued.

(g) The board shall suspend the license of a salesperson

[persorn] regulated under this chapter who does not complete the
programs as required by this section. The board shall reinstate the

license on the salesperson's [pexrsenls] completion of the programs.

SECTION 6. Section 1201.114(a), Occupations Code, is
amended to read as follows:

(a) A manufacturer's, retailer's, broker's, or installer's

license is valid for one year. A salesperson's license is valid for

two years. A license [ard] may be renewed as provided by the

director. A person whose license has been suspended or revoked or

whose license has expired may not engage in activities that require

a license until the license has been reinstated or renewed.

SECTION 7. Section 1201.151(d), Occupations Code, is
amended to read as follows:
(d) This section does not apply to:

(1) a deposit held in escrow 1in a real estate

transaction; or
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(2) money stated to be a down payment in an executed
retail [dimstallment] sales contract.
SECTION 8. Section 1201.159(a), Occupations Code, is
amended to read as follows:

(a) A broker shall ensure that the seller gives the buyer

the same disclosures and warranties that the buyer would have

received if the buyer had purchased the manufactured home through a

licensed retailer [meay—but—is—neot—reguired—to—be—the—agent—of—a

] ] . ] 1 ling] .
SECTION 9. Section 1201.163, Occupations Code, is amended

by amending Subsections (a) and (b) and adding Subsection (g) to
read as follows:
(a) In addition to the disclosure statement required by

Section 1201.162, the department shall adopt rules creating a

one-page form printed in at least 12-point type that addresses

[add¥essing] consumer protection disclosures required in chattel
mortgage transactions and shall prescribe the form for the
disclosure statement. A consumer protection disclosure statement

under this subsection may not contain any blank lines and must

contain only [dredude] the following:

(1) a statement of the significant differences between

chattel mortgages and real estate mortgages;

(2) an itemization of typical [estimated—elosing]

costs associated with a chattel mortgage purchase of a manufactured

home [—£-any];
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(3) an example [estimate—of +the—+total—amount] of

monthly payments in three typical transactions, including the

amount of the [+

[4A>] principal, [ard] interest, [paymentss
[{B)—costs——of——any] required insurance

premium, [+] and

[{C)—costs—fer—payment—o£] ad valorem taxes[+

the-manufactured-hoeme] ;

(4) a statement of the roles of the retailer and any
affiliated parties in the financing of the first retail sale, as
defined by Section 1201.201, and the estimated compensation that
they will receive for providing or arranging the financing; and

(5) any other disclosures required by state or federal
law, including the Real Estate Settlement Procedures Act of 1974
(12 U.S.C. Section 2601 et seq.) and the Truth in Lending Act (15
U.S.C. Section 1601 et seq.).

(b) A retailer shall provide the consumer protection
disclosure statement to the consumer [at—teast24-hours] before the
completion of the first credit application [installment—contract—is

fully execcuted,—asprovided by Seetion1203-164].

(g) A consumer may nhot waive the right to receive the

disclosure statement under this section.

SECTION 10. Section 1201.164(a), Occupations Code, is
amended to read as follows:

(a) In a chattel mortgage transaction involving an
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installment contract, a retailer shall deliver to a consumer at
least 24 hours before the contract is fully executed [+he
diselosure—statements—reguired—by—this—scubechaptexr—and] the
contract, with all required information included, signed by the
retailer. The delivery of the [édiselosure—statements—and]
installment contract, with all required information included,
signed by the retailer constitutes a firm offer by the retailer.
The consumer may accept the offer not earlier than 24 hours after
the delivery of the contract [deecuments].

SECTION 11. Section 1201.2055, Occupations Code, is amended
by amending Subsection (d) and adding Subsections (e), (f), and (g)
to read as follows:

(d) If [the—deportmentiscues—a—statement—of—ownerchip—and
toecation—te] an owner elects [whe—has—elected] to treat a

manufactured home as real property, the department shall issue to

the owner a certified copy of the statement of ownership and

location that on its face reflects that the owner has elected to

treat the manufactured home as real property at the location listed

on the statement. Not later than the 60th day after the date the

department issues a certified copy of the statement of ownership

and location to the owner, the owner must:

(1) file the certified copy in the real property

records of the county in which the home is located; and

(2) notify the department that the certified copy has

been filed.

(e) A [£ke] manufactured home is not considered to be real

property until a certified copy of the statement of ownership and
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location has been filed and the department has been notified of the

filing as provided by Subsection (d).

(f) If the department is notified under Subsection (d), the

department in a timely manner shall note in its records that a real

property election has been perfected. If the department is not

notified as described by Subsection (d), the department shall note

in its records that a real property election has not been perfected
and that the home remains personal property [Fn—thexeal-property

] £ i . hich the l e ] 1.
(g) After the department notes in its records that a real

property election has been perfected [eertifiedcopyhasbeen—fited

in thereal-propertyrecords—ofthe—eounty], the home is considered
to be real property [intheformof-animprovement—tothe-underiying

{1 ) L fied ‘o £iled].
SECTION 12. Section 1201.206(d), Occupations Code, 1is

amended to read as follows:

(d) Not later than the 30th day after the date of each [At-=]

subsequent sale or transfer of the home, the seller [puxehasex] or

transferor [+xansferee] shall provide to the department a completed

application [appdy¥] for the issuance of a new statement of

ownership and location.
SECTION 13. Section 1201.207(a), Occupations Code, 1s

amended to read as follows:
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(a) The department shall process any completed application
for the issuance of a statement of ownership and location not later
than the 15th [36€k] working day after the date the application is
received by the department. If the department rejects an
application, the department shall provide a clear and complete
explanation of the reason for the rejection and instructions on how
to cure any defects, if possible.

SECTION 14. Section 1201.209, Occupations Code, is amended
to read as follows:

Sec. 1201.209. GROUNDS FOR REFUSAL TO ISSUE OR FOR
SUSPENSION OR REVOCATION OF STATEMENT OF OWNERSHIP AND LOCATION.
The department may not refuse to issue a statement of ownership and
location and may not suspend or revoke a statement of ownership and
location unless:

(1) the application for issuance of the statement of
ownership and location contains a false or fraudulent statement,
the applicant failed to provide information required by the
director, or the applicant 1is not entitled to issuance of the
statement of ownership and location;

+ (2) the director has reason to believe that the
manufactured home is stolen or wunlawfully converted, or the
issuance of a statement of ownership and location would defraud the
owner or a lienholder of the manufactured home;

(3) the director has reason to believe that the
manufactured home is salvaged, and an application for the issuance
of a new statement of ownership and location that indicates that the

home is salvaged has not been filed;
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(4) the required fee has not been paid;

(5) the state sales and use tax has not been paid in
accordance with Chapter 158, Tax Code, and Section 1201.208; or

(6) a [Yeeat] tax lien was filed [before September—Ir
2001,] and recorded under Section 1201.219 [32-635—Fax—Coder—a5c
that—seection existed-onthe-date the lien-was—filed,] and the lien
has not been extinguished.

SECTION 15. Subchapter E, Chapter 1201, Occupations Code,

is amended by adding Section 1201.217 to read as follows:

Sec. 1201.217. MANUFACTURED HOME ABANDONED. (a) The owner

of real property on which a manufactured home owned by another is

located may declare the home abandoned as provided by this section

if the home has been continuously unoccupied for at least six

months.

(b) Before declaring a manufactured home abandoned, the

owner of real property on which the home is located must send a

notice of intent to declare the home abandoned to the owner of the

home and all lienholders at the addresses listed on the home's

statement of ownership and location on file with the department.

Mailing of the notice by certified mail, return receipt requested,

postage prepaid, to the persons required to be notified by this

subsection constitutes conclusive proof of compliance with this

subsection.

(c) On 1receipt of a notice of intent to declare a

manufactured home abandoned, the owner of the home or a lienholder

may freely enter the real property on which the home is located to

remove the home.
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(d) If the manufactured home remains on the real property

for at least 45 days after the date the notice is postmarked:

(1) all liens on the home are extinguished; and

(2) the real property owner may declare the home

abandoned and may apply to the department for a statement of

ownership and location listing the real property owner as the owner

of the manufactured home.

(e) A new statement of ownership and location issued by the

department under this section transfers, free of any liens, title

to the manufactured home to the real property owner.

SECTION 16. Section 1201.219(b), Occupations Code, 1is
amended to read as follows:

(b) Except as provided by Subsection (a), a lien on a

manufactured home is perfected only by filing with the department

the notice of lien on a form provided by the department. The

recordation of a lien with the department is notice to all persons
that the lien exists. Except as expressly provided by Chapter 32,
Tax Code, a 1lien recorded with the department has priority,
according to the chronological order of recordation, over another
lien or claim against the manufactured home.

SECTION 17. Sections 1201.352(c) and (d), Occupations Code,
are amended to read as follows:

(c) Before the signing of a binding retail installment sales
contract or other binding purchase agreement, the retailer must

give the consumer a copy [er—a—<gereral-deseription] of:

(1) the manufacturer's warranty; [anéd

[2—Fthe—xetailer's warranty-

79R4234 QS-F 10
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(L) ] . £ 4 pitial 4 1lats ]
concumer'lshomesite—theretailer shall-deliver totheconsumers

[H—+the-manufacturer s warrantys]

(2) the retailer's warranty;

(3) the warranties given by the manufacturers of
appliances or equipment included with the home; and

(4) the name and address of the manufacturer or
retailer to whom the consumer is to give notice of a warranty
service request.

SECTION 18. Section 1201.357, Occupations Code, is amended

by adding Subsection (c) to read as follows:

(c) If the manufacturer's or retailer's failure to provide

warranty service under Subsection (a) results from an action of the

consumer, the manufacturer or retailer must make that allegation in

the written statement required by Subsection (a). The department

shall investigate the allegation, and if the department determines

that the allegation is credible, the department shall issue a new

order specifying the date and time of the proposed corrective

action. The department shall send the order to the consumer and the

manufacturer or retailer, as applicable, by certified mail, return

receipt requested. If the consumer refuses to comply with the

department's new order, the manufacturer or retailer, as

applicable:

(1) is discharged from the obligations imposed by the

relevant department orders;

(2) has no liability to the consumer; and

(3) is not subject to an action by the department for

79R4234 QS-F 11
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failure to provide warranty service.

SECTION 19. Section 1201.361, Occupations Code, is amended
to read as follows:

Sec. 1201.361. INSTALLER'S WARRANTY. (a) For all secondary
installations not covered by the retailer's warranty described by
Section 1201.352 and for the installation of all used manufactured
homes, the installer shall give the manufactured home owner a
written warranty that the installation of the home was performed in
accordance with all department standards, zrules, orders, and

requirements.

(b) The warranty must conspicuously disclose the

requirement that the consumer notify the installer of any claim in

writing in accordance with the terms of the warranty. Unless the

warranty provides for a longer period, the installer has no

obligation or liability for a defect described in a written notice

received from the consumer more than two years after the date of the

installation.

SECTION 20. Section 1201.405, Occupations Code, is amended
by adding Subsection (e) to read as follows:

(e) 1In determining the amount of actual damages under this

section, the director shall make an independent inquiry as to the

damages actually incurred, unless the damages have been established

by a contested jury trial.

SECTION 21. Section 1201.451(a), Occupations Code, 1is
amended to read as follows:
(a) Except as otherwise provided by this subchapter, a

person may not sell, exchange, or lease-purchase a wused

79R4234 QS-F 12
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manufactured home without the appropriate transfer of good and

marketable title to the home [wnless—the—saler—exchange,—o¥F

SECTION 22. Section 1201.455, Occupations Code, is amended
to read as follows:

Sec. 1201.455. WARRANTY OF HABITABILITY REQUIRED. (a)
Except as otherwise provided by this subchapter, a person may not
sell, exchange, or lease-purchase a used manufactured home to a
consumer for use as a dwelling without providing a written warranty

that the home is and will remain habitable until the 60th day after

the later of the installation date or the date of the purchase

agreement.
(b) Unless, not later than the 65th [66¢k] day after the

date of the sale, exchange, or lease-purchase agreement, the
consumer notifies the seller in writing of a defect that makes the
home not habitable, any obligation or liability of the seller under
this subchapter is terminated. The warranty must conspicuously
disclose that notice requirement to the consumer.

SECTION 23. The heading to Section 1201.457, Occupations
Code, is amended to read as follows:

Sec. 1201.457. HABITABILITY: CHANGE TO OR FROM BUSINESS USE

OR SALVAGE.

SECTION 24. Section 1201.457(b), Occupations Code, is

amended to read as follows:

79R4234 QS-F 13
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(b) The purchaser of a used manufactured home for business

use or the purchaser of a salvaged manufactured home may not sell,

exchange, or lease-purchase the home for use as a dwelling or allow

any person to occupy or use the home as a dwelling unless the

director issues a new statement of ownership and location
indicating that the home is no longer reserved for business use or
salvage. On the purchaser's application to the department forx
issuance of a new statement of ownership and 1location, the
department shall inspect the home and, if the department determines
that the home is habitable, issue the statement of ownership and
location.

SECTION 25. Section 25.08(e), Tax Code, is amended to read
as follows:

(e) A manufactured home shall be listed together with the
land on which the home is located if:

(1) the statement of ownership and location for the

home issued under Section 1201.207, Occupations Code, and on file

with the Texas Department of Housing and Community Affairs reflects

that the owner has elected to treat the home as real property; and
(2) a certified copy of the statement of ownership and

location has been filed in the real property records in the county
in which the home is located.

SECTION 26. Section 32.014(d), Tax Code, is amended to read
as follows:

(d) If a manufactured home is listed together with the land
on which the manufactured home is located, a taxing unit with

jurisdiction to impose taxes on the land may place a lien on the

79R4234 QS-F 14
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manufactured home to secure payment of those taxes to the same

extent that it can place a lien on the land by recording a lien under

Section 1201.219, Occupations Code. If a home is moved from its

location and a new statement of ownership and location is not issued
under Section 1201.207, Occupations Code, a taxing unit with
jurisdiction to impose taxes on the land on which the manufactured
home was located retains the right to record and enforce liens on
that home to secure the payment of taxes, regardless of where the
home is currently located.

SECTION 27. Section 32.015(a), Tax Code, is amended to read
as follows:

(a) On payment of the taxes, penalties, and interest for a
year for which a valid tax lien [£iledbefore—September—1,—2001,]
has been recorded on the title récords of the department, the
collector for the taxing unit shall issue a tax certificate showing
no taxes due or a tax paid receipt for such year to the person making
payment. When the tax cerfificate showing no taxes due or tax paid
receipt is filed with the department, the tax lien is extinguished
and canceled and shall be removed from the title records of the
manufactured home. The collector for a taxing unit may not refuse
to issue a tax paid receipt to the person who offers to pay the
taxes, penalties, and interest for a particular year or years, even
though taxes may also be due for another year or other years.

SECTION 28. Section 32.03, Tax Code, is amended by amending
Subsections (a) and (b) and adding Subsections (a-1) and (a-2) to
read as follows:

(a) Except as provided by Subsection (a-1), a [A] tax lien
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may not be enforced against personal property transferred to a

buyer in ordinary course of business as defined by Section 1.201(9)

of the Business & Commerce Code for value who does not have actual

notice of the existence of the lien [ex,—3f the-personalpropertyis

(a=1) A tax lien against a manufactured home may not be

enforced unless it has been recorded with the department as

provided by Section 1201.219, Occupations Code:

(1) Dbefore October 1, 2005; or

(2) not later than six months after the end of the year

for which the tax was owed.

(a-2) A person may not transfer title of a manufactured home

until all tax liens perfected on the home have been satisfied and

released. This subsection does not apply to the sale of a

manufactured home in inventory.

(b) A bona fide purchaser for value or the holder of a lien

recorded on the manufactured home statement of ownership and

location [deecument—eof—+itlte] 1is not required to pay any taxes
imposed in a tax year that begins before January 1, 2001, or
penalties or interest on those taxes except for each year for which
a valid tax lien was duly filed and recorded under Section 32.015,
as that section existed on the date the lien was filed, and each
year for which the owner of the manufactured home had constructive
notice of the taxes under Section 32.015(e), as that section
existed before September 1, 2001. The effect and priority of a tax

lien that attaches to secure the payment of taxes imposed on a
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manufactured home in a tax year that begins on or after January 1,
2001, are those established by Sections 32.01 and 32.05. 1In this
section, "manufactured home" has the meaning assigned by Section
32.015(b).

SECTION 29. The following laws are repealed:

(1) Sections 1201.164(b), 1201.165, 1201.206(a),
1201.215, 1201.219(d), and 1201.222(b), Occupations Code;

(2) Sections 32.03(c)-(3j), Tax Code; and

(3) Section 623.093(d), Transportation Code.

SECTION 30. The <changes in law made by this Act to
provisions of the Tax Code apply only to an ad valorem tax year that
begins on or after January 1, 2006. The changes in law made to those
provisions do not affect a tax lien that attached to property for a
tax year that began before January 1, 2006, and the law in effect
immediately before January 1, 2006, is continued in effect for
purposes of the tax lien.

SECTION 31. This Act takes effect September 1, 2005.
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By: Haggerty, Quintahilla H.B. No. 2438
Substitute the following for H.B. No. 2438:

By: Jones of Lubbock C.S.H.B. No. 2438

A BILL TO BE ENTITLED
AN ACT
relating to the acquisition and regulation of manufactured homes.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Section 1201.101(f), Occupations Code, is

amended to read as follows:

(f) A person may not act as a salesperson of manufactured

housing unless the person holds a salesperson's license [i5—2

license-helder]. A retailer or broker may not employ or otherwise

use the services of a salesperson who is not licensed. A licensed

salesperson may not participate in a sale of a manufactured home

unless the sale is through the retailer who sponsored the

salesperson's application as required by Section 1201.103(d).

SECTION 2. Section 1201.103(4), Occupations Code, is
amended to read as follows:
(d) An applicant for a salesperson's license must:
(1) file with the director an application that

provides [p¥owiding] any information the director considers

necessary [+] and that is sponsored by a licensed, bonded retailer;

and
(2) pay the required fee.
SECTION 3. Section 1201.106(a), Occupations Code, is
amended to read as follows:
(a) An applicant for a license or a license holder shall

file a bond or other security under Section 1201.105 for the
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C.S.H.B. No. 2438
issuance or renewal of a license in the following amount:
(1) $100,000 for a manufacturer;
(2) $50,000 for a retailer;
(3) $30,000 for a rebuilder;
(4) $50,000 [$204068] for a broker; or
(5) $10,000 for an installer.
SECTION 4. Section 1201.107, Occupations Code, 1is amended
by adding Subsection (d) to read as follows:

(d) If a retailer or broker offers for sale or participates

in any way in the sale of a manufactured home at a location other

than an undivided parcel of real property where more than one

manufactured home is located and offered for sale, exchange, or

lease-purchase by a retailer or broker to the public, the retailer

or broker must:

(1) identify the bond on file with the department in

conjunction with that person's license; and

(2) provide contractually in the sales transaction

that the identified bond applies to the sale.

SECTION 5. Sections 1201.113(a), (b)), (e), and (qg),
Occupations Code, are amended to read as follows:
(a) The board shall recognize, prepare, or administer

certification and continuing education programs for salespersons

[pexrsens] regulated under this chapter.

(b) A person who holds a salesperson's license [heldexr] must

participate in certification and continuing education programs as
provided by Subsection (e).

(e) A salesperson must complete eight hours of
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C.S.H.B. No. 2438

certification and continuing education programs not later than the

90th day after the date the salesperson's initial license is

issued. To renew a salesperson's license, a salesperson [Rersens]
regulated under this chapter [ené—direectiy—invetved—inthesale—of
manufactured—housing] must complete an additional eight hours of

certification and continuing education programs for each renewal

[eaeh—year]. The programs must be presented by a board-approved

organization or educational institution and must include

instruction in applicable [address] state and federal law,

[applicabl 1 - - . 1 . :

relevant] consumer protection regulations, and ethical standards.

(g) The board shall suspend the license of a salesperson

[pexsen] regulated under this chapter who does not complete the
programs as required by this section. The board shall reinstate the

license on the salesperson's [pexsenis] completion of the programs.

SECTION 6. Section 1201.114(a), Occupations Code, is

amended to read as follows:

(a) A manufacturer's, retailer's, broker's, or installer's

license is valid for one year. A salesperson's license is valid for

two years. A license [ard] may be renewed as provided by the

director. A person whose license has been suspended or revoked or

whose license has expired may not engage in activities that require

a license until the license has been reinstated or renewed.

SECTION 7. Section 1201.151(d), Occupations Code, is
amended to read as follows:
(d) This section does not apply to:

(1) a deposit held in escrow 1in a real estate



O 0O 9 O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

C.S.H.B. No. 2438
transaction; or
(2) money stated to be a down payment in an executed
retail [imstallment] sales contract.
SECTION 8. Section 1201.159(a), Occupations Code, 1is
amended to read as follows:

(a) A broker shall ensure that the seller gives the buyer

the applicable disclosures and warranties that the buyer would have

received if the buyer had purchased the manufactured home through a

licensed retailer [may—but—ics—not—reguired—to—be—the—agent—of—a

. ] . 3 1 Ying] .
SECTION 9. Sections 1201.163(a) and (b), Occupations Code,

are amended to read as follows:
(a) In addition to the disclosure statement required by

Section 1201.162, the department shall adopt rules creating a

one-page form printed in at least 12-point type that addresses

[addxesesing] consumer protection disclosures required in chattel
mortgage transactions and shall prescribe the form for the
disclosure statement. A consumer protection disclosure statement

under this subsection may not contain any blank lines and must

contain only [dnelude]l the following:

(1) a statement of the significant differences between

chattel mortgages and real estate mortgages;

(2) an itemization of typical [estimated—eclosing]

costs associated with a chattel mortgage purchase of a manufactured

home [—if—-any] ;
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(3) an example [estimate—of the —+teotal—amount] of

monthly payments in three typical chattel mortgage transactions,

including an estimate of the amount of thel+
[«2)] principal, [aré] interest, [poyments+
[4B)——costs—=of——any]  required insurance

premium, [+] and

[46)—costs—Ffoxr—payment—of] ad valorem taxes|[+

the manufactured-home];

(4) a statement of the roles of the retailer and any
affiliated parties in the financing of the first retail sale, as
defined by Section 1201.201, and the estimated compensation that
they will receive for providing or arranging the financing; and

(5) any other disclosures required by state or federal
law, including the Real Estate Settlement Procedures Act of 1974
(12 U.S.C. Section 2601 et seq.) and the Truth in Lending Act (15
U.S.C. Section 1601 et seq.).

(b) A retailer shall provide the consumer protection
disclosure statement to the consumer [at—Feast—24-hours] before the
completion of the first credit application [imstatliment—econtractis

£1311 3  dod] , . ]
SECTION 10. Section 1201.164(a), Occupations Code, 1is

amended to read as follows:
(a) In a chattel mortgage transaction involving an
installment contract, a retailer shall deliver to a consumer at

least 24 hours before the contract is fully executed [+he
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15 ] ; s reoguired—by—this—subchapter—and] the

contract, with all required information included, signed by the
retailer. The delivery of the [discelosure—statements—and]
installment contract, with all required information included,
signed by the retailer constitutes a firm offer by the retailer.
The consumer may accept the offer not earlier than 24 hours after

the delivery of the contract [deecuments]. If the consumer has not

accepted the offer within 72 hours after the delivery of the

contract, the retailer may withdraw the offer.

SECTION 11. Section 1201.2055, Occupations Code, is amended
by amending Subsection (d) and adding Subsections (e), (£), (g),
and (h) to read as follows:

(d) If [the—department—issucs—a—statement—of ownership—and
teoeation—te] an owner elects [M*K%—*E&%—e%eé%eé]. to treat a

manufactured home as real property, the department shall issue to

the owner a certified copy of the statement of ownership and

location that on its face reflects that the owner has elected to

treat the manufactured home as real property at the location listed

on the statement. Not later than the 60th day after the date the

department issues a certified copy of the statement of ownership

and location to the owner, the owner must:

(1) file the certified copy in the real property

records of the county in which the home is located; and

(2) notify the department that the certified copy has

been filed.

(e) A [£hke] manufactured home is not considered to be real

property until a certified copy of the statement of ownership and
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location has been filed and the department has been notified of the

filing as provided by Subsection (d).

(f) If the department is notified under Subsection (d), the

department in a timely manner shall note in its records that a real

property election has been perfected. If the department is not

notified as described by Subsection (d), the department shall note

in its records that a real property election has not been perfected
and that the home remains personal property [Fn—the—real-property
3 £ 4] . hich thol o ] 37 .

(g) After the department notes in its records that a real
property election has been perfected [eexrtified copyhasbeenfiled

in-the real-propertyrecoxrds—oftheecounty], the home is considered
to be real property for all purposes [inthe formeofanimprovement

(h) The provisions of this chapter relating to the

construction or installation of a manufactured home or to

warranties for a manufactured home apply to a home regardless of

whether the home is considered to be real or personal property.

SECTION 12. Sections 1201.206(d) and (e), Occupations Code,
are amended to read as follows:

(d) Not later than the 30th day after the date of each [At—=]

subsequent sale or transfer of a [£he] home that is considered to be

personal property, the seller [ parchaser] or transferor
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[£xansfexee] shall provide to the department a completed

application [appty] for the issuance of a new statement of

ownership and location. The subsequent sale or transfer of a home

that is considered to be real property is treated as a sale or

transfer of real property and is not subject to regulation by the

department.

(e) Ownership of a manufactured home does not pass or vest

at the first retail [a&] sale [ex—*txransfexr] of the home until a

completed application for the issuance of a statement of ownership

and location is filed with the department. Ownership of a

manufactured home that is considered to be personal property does

not pass or vest at a subsequent sale or transfer of the home until a

completed application for the issuance of a statement of ownership

and location is filed with the department.

SECTION 13. Section 1201.207(a), Occupations Code, 1is
amended to read as follows:

(a) The department shall process any completed application
for the issuance of a statement of ownership and location not later
than the 15th [38+k] working day after the date the application is
received by the department. If the department rejects an
application, the department shall provide a clear and complete
explanation of the reason for the rejection and instructions on how
to cure any defects, if possible.

SECTION 14. Subchapter E, Chapter 1201, Occupations Code,
is amended by adding Section 1201.2076 to read as follows:

Sec. 1201.2076. CONVERSION FROM REAL PROPERTY TO PERSONAL

PROPERTY. The department may not issue a statement of ownership and




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27

C.S.H.B. No. 2438

location for a manufactured home that is being converted from real

property to personal property until:

(1) each lien on the home is released by the

lienholder; or

(2) each lienholder gives written consent, to be

placed on file with the department.

SECTION 15. Section 1201.209, Occupations Code, is amended
to read as follows:

Sec. 1201.209. GROUNDS FOR REFUSAL TO ISSUE OR FOR
SUSPENSION OR REVOCATION OF STATEMENT OF OWNERSHIP AND LOCATION.
The department may not refuse to issue a statement of ownership and
location and may not suspend or revoke a statement of ownership and
location unless:

(1) the application for issuance of the statement of
ownership and location contains a false or fraudulent statement,
the applicant failed to provide information required by the
director, or the applicant is not entitled to issuance of the
statement of ownership and location;

(2) the director has reason to believe that the
manufactured home 1is stolen or unlawfully converted, or the
issuance of a statement of ownership and location would defraud the
owner or a lienholder of the manufactured home;

(3) the director has reason to believe that the
manufactured home is salvaged, and an application for the issuance
of a new statement of ownership and location that indicates that the
home is salvaged has not been filed;

(4) the required fee has not been paid;
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(5) the state sales and use tax has not been paid in
accordance with Chapter 158, Tax Code, and Section 1201.208; ox
(6) a [loecat] tax lien was filed [before——September—i
2001,] and recorded under Section 1201.219 [32.015, Tax Code,—as
£hat sectionexistedonthe datethelienwas—£iledr] and the lien
has not been extinguished.
SECTION 16. Sections 1201.216(a) and (b), Occupations Code,
are amended to read as follows:

{(a) If the: owner of a manufactured home notifies the

department that the owner intends to treat the home as real property

0r to reserve its use for a business purpose or salvage, the [TFhe]

department shall indicate on the statement of ownership and
location for the [amanufactured] home that:

(1) the owner of the home has elected to treat the home

as real property or to reserve its use for a business purpose or

salvage; and

(2) except as provided by Section 1201.2055(h), the

department no longer considers the home to be a manufactured home

for purposes of regulation under this chapter [whether the-homehas

been sold,—exchangedr—or—tease~purchased—+to—a purchaser for the
porehaserls—business—use— For o home Setdr —eoxchangedr——ox
1 ] 3 3 bod " ] . ] :

hall 5 1 1 3 . ]
s ] Lol . 1 £ ] . ],

(b) On application and subject to Sections 1201.2076 and

1201.209, the department shall [may¢] issue for the structure

described in the application a new statement of ownership and

10
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location restoring the structure's designation as a manufactured

[£ox—he] home only after an inspection and determination that the

structure [heme] is habitable as provided by Section 1201.453.

business—user]
SECTION 17. Subchapter E, Chapter 1201, Occupations Code,
is amended by adding Section 1201.217 to read as follows:

Sec. 1201.217. MANUFACTURED HOME ABANDONED. (a) The owner

of real property on which a manufactured home owned by another is

located may declare the home abandoned as provided by this section

if the home has been continuously unoccupied for at least six

months.

(b) Before declaring a manufactured home abandoned, the

owner of real property on which the home is located must send a

notice of intent to declare the home abandoned to the owner of the

home and all lienholders at the addresses listed on the home's

statement of ownership and location on file with the department.

Mailing of the notice by certified mail, return receipt requested,

postage prepaid, to the persons required to be notified by this

subsection constitutes conclusive proof of compliance with this

subsection.

(c) On receipt of a notice of intent to declare a

manufactured home abandoned, the owner of the home or a lienholder

may freely enter the real property on which the home is located to

remove the home.

(d) If the manufactured home remains on the real property

for at least 45 days after the date the notice is postmarked:

11
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(1) all liens on the home are extinguished; and

(2) the real property owner may declare the home

abandoned and may apply to the department for a statement of

ownership and location listing the real property owner as the owner

of the manufactured home.

(e) A new statement of ownership and location issued by the

department under this section transfers, free of any liens, title

to the manufactured home to the real property owner.

SECTION 18. Section 1201.219(b), Occupations Code, 1is
amended to read as follows:

(b) Except as provided by Subsection (a), a lien on a

manufactured home is perfected only by filing with the department

the notice of lien on a form provided by the department. The

recordation of a lien with the department is notice to all persons
that the lien exists. Except as expressly provided by Chapter 32,
Tax Code, a lien recorded with the department has priority,
according to the chronological order of recordation, over another
lien or claim against the manufactured home.

SECTION 19. Section 1201.221(a), Occupations Code, 1is
amended to read as follows:

(a) On written request, the department shall provide
information held by the department on:

(1) the current ownership and location of a

manufactured home; and
(2) the existence of any tax lien on that home for
which notice has been filed with the department.

SECTION 20. Sections 1201.352(c) and (d), Occupations Code,

12
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are amended to read as follows:

(c) Before the signing of a binding retail installment sales
contract or other binding purchase agreement, the retailer must
give the consumer a copy [e¥r—a—geperal-deseription] of:

(1) the manufacturer's warranty; [and
[{t2)—+he retailer'lswarrantyr

[e8—At—the —time—of—the—initial —installatien—at—the

consumerls-homesite,—thexetailexrshall deliver—tothe consumers

[—+he manufacturer's-warrantys]

(2) the retailer's warranty;

(3) the warranties given by the manufacturers of
appliances or equipment included with the home; and

(4) the name and address of the manufacturer or
retailer to whom the consumer is to give notice of a warranty
service request.

SECTION 21. Section 1201.357, Occupations Code, is amended
by adding Subsection (c) to read as follows:

(c) If the manufacturer or retailer is unable to provide

warranty service in accordance with the department order under

Section 1201.356 as a result of an action of the consumer, the

manufacturer or retailer must make that allegation in the written

statement required by Subsection (a). The department shall

investigate the allegation, and if the department determines that

the allegation is credible, the department shall issue a new order

specifying the date and time of the proposed corrective action. The

department shall send the order to the consumer and_ the

manufacturer or retailer, as applicable, by certified mail, return

13
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receipt reqguested. If the consumer refuses to comply with the
department's new order, the manufacturer or retailer, as
applicable:

(1) is discharged from the obligations imposed by the

relevant department orders;

(2) has no liability to the consumer; and

(3) is not subject to an action by the department for

failure to provide warranty service.

SECTION 22. Section 1201.361, Occupations Code, is amended
to read as follows:

Sec. 1201.361. INSTALLER'S WARRANTY. (a) For all secondary
installations not covered by the retailer's warranty described by
Section 1201.352 and for the installation of all used manufactured
homes, the installer shall give the manufactured home owner a
written warranty that the installation of the home was performed in
accordance with all department standards, rules, orders, and

requirements.

(b) The warranty must conspicuously disclose the

requirement that the consumer notify the installer of any claim in

writing in accordance with the terms of the warranty. Unless the

warranty provides for a longer period, the installer has no

obligation or liability for any defect described in a written

notice received from the consumer more than two years after the date

of the installation.

SECTION 23. Section 1201.405, Occupations Code, 1is amended
by adding Subsection (e) to read as follows:

(e) 1In determining the amount of actual damages under this

14
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section, the director shall make an independent inquiry as to the

damages actually incurred, unless the damages have been established

by a contested jury trial.

SECTION 24. Section 1201.451(a), Occupations Code, 1is
amended to read as follows:

(a) Except as otherwise provided by this subchapter, a
person may not sell, exchange, or lease-purchase a wused

manufactured home without the appropriate transfer of good and

marketable title to the home [wri‘ess—the—satler—edchange—o¥

SECTION 25. Section 1201.455, Occupations Code, is amended
to read as follows:

Sec. 1201.455. WARRANTY OF HABITABILITY REQUIRED. (a)
Except as otherwise provided by this subchapter, a person may not
sell, exchange, or lease-purchase a used manufactured home to a
consumer for use as a dwelling without providing a written warranty

that the home is and will remain habitable until the 60th day aftex

the later of the installation date or the date of the purchase

agreement.
(b) Unless, not later than the 65th [&6+k] day after the

date of the sale, exchange, or lease-purchase agreement, the
consumer notifies the seller in writing of a defect that makes the
home not habitable, any obligation or liability of the seller under

this subchapter is terminated. The warranty must conspicuously

15
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disclose that notice requirement to the consumer.
SECTION 26. The heading to Section 1201.457, Occupations
Code, is amended to read as follows:
Sec. 1201.457. HABITABILITY: CHANGE TO OR FROM BUSINESS USE

OR SALVAGE.

SECTION 27. Section 1201.457(b), Occupations Code, 1is
amended to read as follows:
(b) The purchaser of a used manufactured home for business

use or the purchaser of a salvaged manufactured home may not sell,

exchange, or lease-purchase the home for use as a dwelling or allow

any person to occupy or use the home as a dwelling unless the

director issues a new statement of ownership and location
indicating that the home is no longer reserved for business use or
salvage. On the purchaser's application to the department for
issuance of a new statement of ownership and location, the
department shall inspect the home and, if the department determines
that the home is habitable, issue the statement of ownership and
location.

SECTION 28. Section 32.015(a), Tax Code, is amended to read
as follows:

(a) On payment of the taxes, penalties, and interest for a
year for which a valid tax lien [£iledbefore September—1,2004y]
has been recorded on the title records of the department, the
collector for the taxing unit shall issue a tax certificate showing
no taxes due or a tax paid receipt for such year to the person making
payment. When the tax certificate showing no taxes due or tax paid

receipt is filed with the department, the tax lien is extinguished

16
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and canceled and shall be removed from the title records of the
manufactured home. The collector for a taxing unit may not refuse
to issue a tax paid receipt to the person who offers to pay the
taxes, penalties, and interest for a particular year or years, even
though taxes may also be due for another year or other years.

SECTION 29. Section 32.03, Tax Code, is amended by amending
Subsections (a) and (b) and adding Subsections (a-1) and (a-2) to
read as follows:

(a) Except as provided by Subsection (a-1), a [A] tax lien

may not be enforced against personal property transferred to a

buyer in ordinary course of business as defined by Section 1.201(9)

of the Business & Commerce Code for value who does not have actual

notice of the existence of the lien [e¥y—ifthepersonalproperty—is

(a=1) A tax lien against a manufactured home may not be

enforced unless it has been recorded with the Texas Department of

Housing and Community Affairs as provided by Section 1201.219,

Occupations Code:

(1) before October 1, 2005; or

(2) not later than six months after the end of the vear

for which the tax was owed.

(a=-2) A person may not transfer title of a manufactured home

until all tax liens perfected on the home have been extinguished ox

satisfied and released. This subsection does not apply to the sale

of a manufactured home in inventory.

(b) A bona fide purchaser for value or the holder of a lien

17
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recorded on the manufactured home statement of ownership and

location [deeument—of—title] is not required to pay any taxes that

have not been recorded with the Texas Department of Housing and

Community Affairs [impeosed—ina—tax—year—that-beginsbeforeJanvary

32-05]. In this section, "manufactured home" has the meaning

assigned by Section 32.015(b).

SECTION 30. The following laws are repealed:

(1) Sections 1201.164(b), 1201.165, 1201.206(a),
1201.215, 1201.216(c) and (d), 1201.219(d4), and 1201.222(b),
Occupations Code;

(2) Sections 32.014(d) and 32.03(c)-(3j), Tax Code; and

(3) Section 623.093(d), Transportation Code.

SECTION 31. This Act takes effect immediately if it
receives a vote of two-thirds of all the members elected to each
house, as provided by Section 39, Article III, Texas Constitution.
If this Act does not receive the vote necessary for immediate

effect, this Act takes effect September 1, 2005.

18



- COMMITTEE REPORT :
The Honorable Tom Craddick : ‘ Fh Zl | l {Q 3005
Speaker of the House of Representatives . (date

Sir:
We, your COMMITTEE ON LICENSING AND ADMINISTRATIVE PROCEDURES
to whom was referred 4"{6 8 L‘ 38 have had the same under consideration and beg to report

back with the recommendation that it

( ) do pass, without amendment.
( ) do pass, with amendment(s).
()Q do pass and be not printed; a Complete Committee Substitute is recommended in lieu of the original measure.

()() yes ( ) no A fiscal note was requested.

( ) yes (y) no A criminal justice policy impact statement was requested.

() yes ()() no An equalized educational funding impact statement was requested.

() yes w no An actuarial analysis was requested.

() yes ()() no A water development policy impact statement was requested.

( ) yes (XJ no A tax equity note was requested.

( ) The Committee recommends that this measure be sent to the Committee on Local and Consent Calendars.

For Senate Measures: House Sponsor

Joint Sponsors: / / /

Co-Sponsors:

The measure was reported from Committee by the following vote:
AYE NAY PNV ABSENT

X

Flores, Chair
Geren, Vice-chair ‘ : X

Chisum X
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Goolsby X
Hamilton X
Homer X
Jones, D. X
Morrison X
Quintanilla X

Total i aye Y @ /%/

nay
0 _ CHAIR } /
—> __ present, not voting

A- _ absent



BILL ANALYSIS

C.S.H.B. 2438

By: Haggerty

Licensing & Administrative Procedures
Committee Report (Substituted)

BACKGROUND AND PURPOSE

The Texas Manufactured Housing Act was originally created by the Texas Legislature in the mid
1970’s and codified into the Occupations Code in 2003. During this time the industry has
experienced significant change along with amendments to both the Texas Act and the pre-
emptive Federal Manufactured Housing Standards Act.

C.S.H.B. 2438 will update language to reflect current industry trends, delete language that is no
longer applicable, reference Federal mandates, preserve consumer protections, and raises
addresses continuing education requirements.

RULEMAKING AUTHORITY

It is the committee's opinion that this bill does not expressly grant any additional rulemaking
authority to a state officer, department, agency, or institution.

ANALYSIS

SECTION 1. Amends Section 1201.101(f), Occupations Code, prohibits a person form selling
manufactured housing unless they hold a salespersons license. Prohibits a salesperson from
participating in the sale of a home unless the sale is through the retailer who sponsored the
salesperson's license application.

SECTION 2. Amends Section 1201.103(d), Occupations Code, requires the application for a
license to be sponsored by a licensed, bonded retailer.

SECTION 3. Amends Section 1201.106(a), Occupations Code, requires an applicant or license |
holder to file a bond for the issuance or renewal of a license for $50,000, rather than $20,000, for
a broker. :

SECTION 4. Amends Section 1201.107, Occupations Code, by adding Subsection (d), requiring
aretailer or broker who offers or participates in the sale of a manufactured home to identify the
bond on file in conjunction with the person’s license and provide contractually in the sales
transaction that the bond applies to the sale, if the sale is at a location other than an undivided
parcel of real property where more than one manufactured home is located and offered for sale.

SECTION 5. Amends Section 1201.113(a), (b, (¢) and (g), Occupations Code, as follows:

(a) requires the board to recognize, prepare, or administer certification and continuing education
programs for salespersons, rather than persons, regulated under this chapter.

(b) requires a person who holds a salesperson's license, rather than license holder, to participate
in certification and continuing education programs as provided by Subsection (e).

(e) requires a salesperson to complete eight hours of certification and continuing education
programs not later than the 90th day after the date the salesperson's initial license is issued.
Requires a salesperson, to renew a salesperson's license, must complete an additional eight hours
of certification and continuing education programs for each renewal, rather than each year.
Requires the programs be presented by a board-approved organization or educational institution
and include instruction in applicable state and federal law, consumer protection regulations, and
ethical standards.

C.S.H.B. 2438 79(R)



(g) requires the board to suspend the license of a salesperson who does not complete the
programs. Requires the board to reinstate the license on the salesperson's completion of the
programs. :

SECTION 6. Amends Section 1201.114(a), Occupations Code, provides that a manufacturer’s,
retailer’s, broker’s, or installer’s license is valid for one year. Provides that a salesperson’s
license is valid for two years. Authorizes a license to be renewed as provided by the director.
Prohibits a license that has been suspended, revoked, or expired from engaging in activities that
require a license until the license has been reinstated or renewed.

SECTION 7. Amends Section 1201.151(d), Occupations Code, provides that this section does
not apply to money stated to be a down payment in an executed retail, rather than installment,
sales contract.

SECTION 8. Amends Section 1201.159(a), Occupations Code, requires a broker to ensure that
the seller gives the buyer the applicable disclosures and warranties that the buyer would have
received if the buyer had purchased the manufactured home through a licensed retailer. Strikes
language authorizing a broker to be the agent involved in the sale, exchanged, or lease-purchase
of a manufactured home.

SECTION 9. Amends Sections 1201.163 (a) and (b), Occupations Code, as follows:

(a) Requires the department to adopt rules creating a one-page form printed in at least 12-point
type that addresses consumer protection disclosures required in chattel mortgage transactions and
requires them to prescribe the form for the disclosure statement. Prohibits a consumer disclosure
statement under this section from containing any blank lines and must contain only the following
information: . :

(1) a statement of the significant differences between chattel mortgages and real estate
mortgages;

(2) an itemization of typical costs, rather than estimated closing costs, associated with a
chattel mortgage purchase of a manufactured home;

(3) an example, rather than estimate of the total amount, of monthly payments in three
typical chattel mortgage transactions, including an estimate of the amount of the principal,
interest required insurance premium, and ad valorem taxes. Strikes language requiring the ad
valorem taxes to be based on the current tax rate of each taxing unit in which the manufactured
home will be located as applied to the sales price of the manufactured home.

(b) Requires a retailer to provide the consumer protection disclosure statement to the consumer
before the completion of the first credit application, rather than at least 24 hours before the
installment contract is fully executed.

SECTION 10. Amends Section 1201.164(a), Occupations Code, authorizes the retailer to
withdraw the offer is the consumer has not accepted the offer within 72 hours after the delivery
of the contract. Strikes language requiring the retailer to deliver disclosure statements required
by this subchapter to the consumer. Makes conforming changes.

SECTION 11. Amends Section 1201.2055, Occupations Code, by amending Subsection (d) and
adding Dubsections (e), (£), (g), and (h), as follows:

(d) Requires the department to issue to the owner a certified copy of the statement of ownership
and location that on its face reflects that the owner has elected to treat the manufactured home as
teal property at the location listed on the statement. Requires the owner to file the certified copy
in the real property records of the county in which the home is located; and notify the department
that the certified copy has been filed, no later than the 60th day after the date the department
issues a certified copy of the statement of ownership and location to the owner.

(¢) Provides that a manufactured home is not considered to be real property until a certified copy
of the statement of ownership and location has been filed and the department has been notified of
the filing as provided by Subsection (d).
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(f) Requires the department in a timely manner to note in its records that a real property election
has been perfected, if the department is notified under Subsection (d). Requires the department
to note in its records that a real property election has not been perfected and that the home
remains personal property, if the department is not notified as described by Subsection (d).

() Provides that after the department notes in its records that a real property election has been
perfected, the home is considered to be real property for all purposes. Makes conforming
changes.

(h) Provides that the provisions of this chapter relating to the construction or installation of a
manufactured home or to warranties for a manufactured home apply to a home regardless of
whether the home is considered to be real or personal property.

SECTION 12. Amends Sections 1201.206 (d) and (e), Occupations Code, as follows:

(d) requires the seller or transferor to provide to the department a completed application for the
issuance of a new statement of ownership and location no later than the 30™ day after the date of
. each subsequent sale or transfer of a home that is considered to be personal property. Provides
that the subsequent sale or transfer of a home that is considered to be real property is treated as a
sale or transfer of real property and is not subject to regulation by the department.

(e) Ownership of a manufactured home does not pass or vest at the first retail sale of the home
until a completed application for the issuance of a statement of ownership and location is filed
with the department. Provides that ownership of a manufactured home that is considered to be
personal property does not pass or vest at a subsequent sale or transfer of the home until a
completed application for the issuance of a statement of ownership and location is filed with the
department.

SECTION 13. Amends Section 1201.207 (a), Occupations Code, requires the department to
process any completed application for the issuance of a statement of ownership and location not
later than the 15th, rather than 10th, working day after the date the application is received by the
department. Requires the department, if the department rejects an application, to provide a clear
and complete explanation of the reason for the rejection and instructions on how to cure any
defects, if possible.

SECTION 14. Amends Subchapter E, Chapter 1201, Occupations Code, as follows:

Sec. 1201.2076. CONVERSION FROM REAL PROPERTY TO PERSONAL PROPERTY.
Prohibits the department from issuing a statement of ownership and location for a manufactured
home being converted from real property to personal property until each lien on the home is
released by the lienholder; or each lienholder gives written consent, to be placed on file with the
department.

SECTION 15. Amends Section 1201.209 (6), Occupations Code, prohibits the department to
refuse to issue a statement of ownership and location and prohibits the suspension or revocation
of a statement of ownership and location unless a tax lien, rather than local tax lien, was filed and
recorded under Section 1201.219, rather than 32.015, Tax Code, and the lien has not been
extinguished.

SECTION 16. Amends Sections 1201.216 (a) and (b), Occupations Code, as follows:

(a) Requires the department to indicate on the statement of ownership and location for the home
that the owner of the home has elected to treat the home as real property or to reserve its use for
a business purpose or salvage; and except as provided by Section 1201.2055 (h), the department
no longer considers the home to be a manufactured home for purposes of regulation under this
chapter, if the owner of a manufactured home notifies the department that the owner intends to
treat the home as real property or to reserve its use for a business purpose or salvage. Strikes
language requiring a statement whether the home has been sold, exchanged, or lease-purchased
to a purchaser for the purchaser's business use; and requiring the department to issue a new
statement of ownership and location that indicates that the home is reserved for business use.
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(b) Requires, rather than authorizes, on application and subject to Sections 1201.2076 and 1201.
209, the department to issued for the structure described in the application a new statement of

- ownership and location restoring the structure's designation as a manufactured home only after
an inspection and determination that the structure is habitable as provided by Section 1201.453.

SECTION 17. Amends Subchapter E, Chapter 1201, Occupations Code, by adding Section
1201.217, as follows:

Sec. 1201.217. MANUFACTURED HOME ABANDONED. (a) Authorizes the owner of real
property on which a manufactured home owned by another is located to declare the home
abandoned as provided by this section if the home has been continuously unoccupied for at least
six months.

(b) Requires the owner of real property on which the home is located to send a notice of intent to
declare the home abandoned to the owner of the home and all lienholders at the addresses listed
on the home's statement of ownership and location on file with the department, before declaring
a manufactured home abandoned. Provides that mailing of the notice by certified mail, return
receipt requested, postage prepaid, to the persons required to be notified by this subsection
constitutes conclusive proof of compliance with this subsection.

(c) Authorizes the owner of the home or a lienholder to freely enter the real property on which
the home is located to remove the home on receipt of a notice of intent to declare a manufactured
home abandoned.

(d) Provides that if the manufactured home remains on the real property for at least 45 days after
the date the notice is postmarked:
(1) all liens on the home are extinguished; and
(2) the real property owner may declare the home abandoned and may apply to the
department for a statement of ownership and location listing the real property owner as the
~ owner of the manufactured home.

(e) Provides that a new statement of ownership and location issued by the department under this
section transfers, free of any liens, title to the manufactured home to the real property owner.

SECTION 18. Amends Section 1201.219 (b), Occupations Code, provides that except as
provided by Subsection (a), a lien on a manufactured home is perfected only by filing with the
department the notice of lien on a form provided by the department.

SECTION 19. Amends Section 1201.221 (a), Occupations Code, requires the department, on
written request, to provide information on the current ownership and location of a manufactured
home.

SECTION 20. Amends Sections 1201.352 (c) and (d), Occupations Code, as follows:

() Requires the retailer to give the consumer a copy, rather than a general description, of certain
information before the signing of a binding retail installment sales contract or other binding
purchase agreement.

SECTION 21. Amends Section 1201, 357, Occupations Code, by adding Subsection (c), requires
the manufacturer or retailer to make the allegation in the written statement reqmred by
Subsection (a), if the manufacturer or retailer is unable to provide warranty service in accordance
with the department order under Section 1201.356 as a result of an action of the consumer.
Requires the department to investigate the allegation, and if the department determines that the
allegation is credible, the department is required to issue a new order specifying the date and
time of the proposed corrective action. Required the department to send the order to the
consumer and the manufacturer or retailer, as applicable, by certified mail, return receipt
requested. Provides that if the consumer refuses to comply with the department's new order, the
manufacturer or retailer, as applicable:

(1) is discharged from the obligation imposed by the relevant department orders;
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(2) has no liability to the consumer; and
(3) is not subject to an action by the department for failure to provide warranty service.

SECTION 22. Amends Section 1201.361 (b), Occupations Code, requires the warranty to
conspicuously disclose the requirements that the consumer notify the installer of any claim in
writing in accordance with the terms of the warranty. Provides that unless the warranty provides
for a longer period, the installer has no obligation or liability for any defect described in a written
notice received form the consumer more than two years after the date of the installation.

SECTION 23. Amends Section 1201.405, Occupations Code, requires the director to make an
independent inquiry of damages actually incurred, unless the damages have been established by a
contested jury trial in determining the amount of actual damages under this section.

SECTION 24. Amends Section 1201.451(a), Occupations Code, prohibits a person from selling,
exchanging, or lease-purchasing a used manufactured home without the appropriate transfer of
good and marketable title to the home, except as otherwise provided by this subchapter. Strikes
language allowing the a person to sell, exchange, or lease-purchase a used manufactured home
without the appropriate transfer of good and marketable title to the home.

Section 25. Amends Section 1201.455, Occupations Code, requires the warranty of habitability is
in force for 60 days after the date of installation or the date of the purchase agreement. Unless
not later than the 65 day after the sale, exchange or lease-purchase the consumer notifies the
seller in writing of a defect that makes the home not habitable, any obligation or liability of the
seller under this subchapter is terminated.

SECTION 26. Amends Section 1201.457, Occupations Code, by changing the heading to include
salvaged homes.

SECTION 27. Amends Section 1201.457(b), Occupations Code, prohibits a person purchasing a
used manufactured home for business use or the purchaser of a salvaged manufactured home to
allow any person to occupy or use the home as a dwelling.

SECTION 28. Amends Section 32.015(a), Tax Code, deletes the September 1, 2001 date for
filing tax liens.

SECTION 29. Amends Section 32.03, Tax Code, creating a time frame for filing liens with the
department and prohibits the selling of a manufactured home with paying off any and all liens
against the statement of ownership and location.

SECTION 30. Repeals various sections of the Occupations Code, and one section of the
Transportation Code and Tax Code.

SECTION 31. Effective date: Immediately, or, if the Act does not receive the necessary vote,
the Act takes effect September 1, 2005.

EFFECTIVE DATE

Immediately, or, if the Act does not receive the neceésary vote, the Act takes effect September 1,
2005.

COMPARISON OF ORIGINAL TO SUBSTITUTE

As originally filed, HB2438 affected current provisions of the Occupations Code, the Tax Code
and the Transportation Code. Since manufactured housing is regulated by provisions in each of
these codes it is important that verbiage be consistent from code to code to avoid any confusion
on the part of industry participates, state regulators and taxing entities. After a through review of
the initial draft from Legislative Council and comparing that draft with various provisions of

- Current statute, it became apparent that the proposals originally drafted into CSHB 2438 needed
further clarification to ensure the bill met with its legislative intent. In order to clarify its intent
and avoid creating unintended conflicts with existing statute it became necessary to produce a
committee substitute. ’

C.S.H.B. 2438 79(R)



The only substantive difference between the original version and the committee substitute is the
effective dates concerning property taxes. As it refers to property taxes, the intent of CSHB
2438 is to establish standard guidelines to ensure the proper collection of taxes. In order for that
to occur it is important that all tax, both current and delinquent, be subject to the same
procedures once this bill becomes law. The original version of this bill created a situation in
which it would be necessary to treat taxes differently depending on the year in which the tax
originated and would likely create a great deal of confusion. The committee substitute treats
subjects al taxes to one procedure. '
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HOUSE COMMITTEE REPORT
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April 6, 2005 - 8:00AM

Committee Substitute (D. Jones/CSHB 2438)

For: Anderson, Jody (Self and Texas Manufactured Housing
Association)
Against: Caraway, Luanne (Tax Assessor-Collector Association)

Garrett, Rovin (Tax Assessor Collectors Assn. of Texas)



LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 79TH LEGISLATIVE REGULAR SESSION
April 11, 2005
TO: Honorable Kino Flores, Chair, House Committee on Licensing & Administrative Procedures
FROM: John S. O'Brien, Deputy Director, Legislative Budget Board

IN RE: HB2438 by Haggerty (relating to the acquisition and regulation of manufactured homes. ),
Committee Report 1st House, Substituted

No significant fiscal implication to the State is anticipated.

The bill would amend certain sections of the Occupations Code and the Tax Code related to
manufactured housing. .

The bill would amend Chapter 1201 of the Occupations Code to increase the term from one year to
two years for a manufactured housing salesperson license. The bill would require the Texas
Department of Housing and Community Affairs Manufactured Housing Division (TDHCA-MHD) to
create a one-page disclosure statement to provide information on financing terms, taxes, and typical
costs associated with the purchase of a manufactured home. The bill would expand the recordation of
liens on manufactured homes with TDHCA-MHD, including tax liens currently recorded with the
counties, and provide that a lien is perfected only by filing with TDHCA-MHD. The bill would
require TDHCA-MHD to investigate and document the failure of a manufacturer or retailer to perform
warranty work due to an alleged action by a consumer. The bill would require the Director of
TDHCA-MHD to conduct an independent inquiry related to actual damages subject to reimbursement
from the Manufactured Homeowners Recovery Fund, unless the damages have been determined by a
contested jury trial.

The bill would amend the Tax Code to specify that a manufactured home Statement of Ownership and
Location (SOL) on file with TDHCA-MHD reflecting the owner’s election as real property is a
prerequisite to the home and land being taxed as a single unit. The bill would require a taxing unit

to record with TDHCA-MHD a tax lien on a manufactured home and specify that the lien could not be
enforced unless it has been recorded with TDHCA-MHD before October 1, 2005, or not later than six
months after the end of the year for which the tax was owed. The bill would prohibit the transfer of
title for a manufactured home until all tax liens perfected on the home have been satisfied and
released. The bill would repeal language in the Transportation Code requiring the payment of property
taxes before a manufactured home can be legally transported out of the taxing unit's jurisdiction.

Based on the analysis of the Texas Department of Housing and Community Affairs, it is assumed any
duties and responsibilities associated with implementing the provisions of the bill could be
accomplished by utilizing existing resources. For the purposes of this analysis, it is assumed TDHCA-
MHD would stagger the biennial renewals of salesperson licenses and adjust fees as necessary to
cover the cost of agency operations and minimize any possible impact on state revenues.

The bill would take effect on September 1, 2005.
Local Government Impact

It is assumed the provisions of the bill could result in a loss of an undetermined amount of revenue to
units of local government that would vary by entity. Under the proposed language, some currently
valid tax liens would not be enforceable and tax foreclosure proceedings would not occur. It is
assumed the bill would result in additional administrative costs to collection offices relative to the




filing and recording of individual property tax liens with the Texas Department of Housing and
Community Affairs.

Source Agencies: 332 Department of Housing and Community Affairs, 304 Comptroller of Public
Accounts

LBB Staff: JOB, JRO, MW, TG
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LEGISLATIVE BUDGET BOARD
~ Austin, Texas '

FISCAL NOTE, 79TH LEGISLATIVE REGULAR SESSION
April 5, 2005
TO: Honorable Kino Flores, Chair, House Committee on Licensing & Administrative Procedures
FROM: John S. O'Brien, Deputy Director, Legislative Budget Board

IN RE: HB2438 by Haggerty (Relating to the acquisition and regulation of manufactured homes.),
As Introduced

No significant fiscal implication to the State is anticipated.

The bill would amend certain sections of the Occupations Code and the Tax Code related to
manufactured housing.

The bill would amend Chapter 1201 of the Occupations Code to increase the term from one year to
two years for a manufactured housing salesperson license. The bill would require the Texas
Department of Housing and Community Affairs Manufactured Housing Division (TDHCA-MHD) to
create a one-page disclosure statement to provide information on financing terms, taxes, and typical
costs associated with the purchase of a manufactured home. The bill would expand the recordation of
liens on manufactured homes with TDHCA-MHD, including tax liens currently recorded with the
counties, and provide that a lien is perfected only by filing with TDHCA-MHD. The bill would
require TDHCA-MHD to investigate and document the failure of a manufacturer or retailer to perform
warranty work due to an alleged action by a consumer. The bill would require the Director of
TDHCA-MHD to conduct an independent inquiry related to actual damages subject to reimbursement
from the Manufactured Homeowners Recovery Fund, unless the damages have been determined by a
contested jury trial.

The bill would amend the Tax Code to specify that a manufactured home Statement of Ownership and
Location (SOL) on file with TDHCA-MHD reflecting the owner's election as real property is a
prerequisite to the home and land being taxed as a single unit. The bill would require a taxing unit

to record with TDHCA-MHD a tax lien on a manufactured home and specify that the lien could not be
enforced unless it has been recorded with TDHCA-MHD before October 1, 2005, or not later than six
months after the end of the year for which the tax was owed. The bill would prohibit the transfer of
title for a manufactured home until all tax liens perfected on the home have been satisfied and
released. The bill would repeal language in the Transportation Code requiring the payment of property
taxes before a manufactured home can be legally transported out of the taxing unit's jurisdiction.

Based on the analysis of the Texas Department of Housing and Community Affairs, it is assumed any
duties and responsibilities associated with implementing the provisions of the bill could be
accomplished by utilizing existing resources. For the purposes of this analysis, it is assumed TDHCA-
MHD would stagger the biennial renewals of salesperson licenses and adjust fees as necessary to
cover the cost of agency operations and minimize any possible impact on state revenues.

The bill would take effect on September 1, 2005.
Local Government Impact

It is assumed the provisions of the bill could result in a loss of an undetermined amount of revenue to
units of local government that would vary by entity. Under the proposed language, some currently
valid tax liens would not be enforceable and tax foreclosure proceedings would not occur. It is
assumed the bill would result in additional administrative costs to collection offices relative to the




filing and recording of individual property tax liens with the Texas Department of Housing and
Community Affairs.

Source Agencies: 304 Comptroller of Public Accounts, 332 Department of Housing and Community
Affairs

LBB Staff: JOB, JRO, MW, TG



W

10
11
12
13
14

15

16
17
18
19
20
21
22
23
24

- ADOPTED NS amendedd
APR 27 >

mg{neahgem

4 JEJ B. No. ZLB/}

follo ing for HfB. No.%i :

/
Substitu ~he

@emm e e wo 2H35
yd =

A BILLNTQ BE_ENTITLED
7/

relating to the acquisition and regulation of manufactured homes.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Section 1201.101(f), Occupations Code, is
amended to read as follows:
(f) A person may not act as a salesperson of manufactured

housing unless the person holds a salesperson's license [+5—2

license—holdex]. A retailer or broker may not employ or otherwise

use the services of a salesperson who is not licensed. A licensed

salesperson may not participate in a sale of a manufactured home

unless the sale is through the retailer who sponsored the

salesperson's application as required by Section 1201.103(d).

SECTION 2. Section 1201.103(d), Occupations Code, 1is
amended to read as follows:
(d) An applicant for a salesperson's license must:
(1) file with the director an application that

provides [prowiding] any information the director considers

necessary [+] and that is sponsored by a licensed, bonded retailer;

and
(2) pay the required fee.
SECTION 3. Section 1201.106(a), Occupations Code, is
amended to read as follows:

(a) An applicant for a license or a license holder shall

file a bond or other security under Section 1201.105 for the
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issuance or renewal of a license in the following amount:

(1) $100,000 for a manufacturer;

(2) $50,000 for a retailer;

(3) $30,000 for a rebuilder;

(4) $50,000 [$200068] for a broker; or

(5) $10,000 for an installer.

SECTION 4. Section 1201.107, Occupations Code, is amended

by adding Subsection (d) to read as follows:

(d) 1If a retailer or broker offers for sale or participates

in any way in the sale of a manufactured home at a location other

than an undivided parcel of real property where more than one

manufactured home is located and offered for sale, exchange, or

lease-purchase by a retailer or broker to the public, the retailer

or broker must:

(1) identify the bond on file with the department in

conjunction with that person's license; and

(2) provide contractually in the sales transaction

that the identified bond applies to the sale.

SECTION 5. Sections 1201.113(a), (b), (e), and (g),
Occupations Code, are amended to read as follows:
(a) The board shall recognize, prepare, or administer

certification and continuing education programs for salespersons

[persens] regulated under this chapter.

(b) A person who holds a salesperson's license [hedtder] must

participate in certification and continuing education programs as
provided by Subsection (e).

(e) A salesperson must complete eight hours of
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certification and continuing education programs not later than the

90th day after the date the salesperson's initial license is

issued. To renew a salesperson's license, a salesperson [Pexseons]

regulated under this chapter [and—directiyinvolved—in—the saleof
manufactured—housing] must complete an édditional eight hours of

certification and continuing education programs for each renewal

[eaeh—year]. The programs must be presented by a board-approved

organization or educational institution and must include

instruction in applicable [addxess] state and federal law,

(applicabl g : L houcs e . :

relewant] consumer protection regulations, and ethical standards.

(g) The board shall suspend the license of a salesperson

[pexson] regulated under this chapter who does not complete the
programs as required by this section. The board shall reinstate the

license on the salesperson's [personts] completion of the programs.

SECTION 6. Section 1201.114(a), Occupations Code, 1is

amended to read as follows:

(a) A manufacturer's, retailer's, broker's, or installer's

license is valid for one year. A salesperson's license is valid for

two years. A license [and] may be renewed as provided by the

director. A person whose license has been suspended or revoked or

whose license has expired may not engage in activities that require

a license until the license has been reinstated or renewed.

SECTION 7. Section 1201.151(d), Occupations Code, is

amended to read as follows:
(d) This section does not apply to:

(1) a deposit held in escrow in a real estate
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transaction; or
(2) money stated to be a down payment in an executed
retail [imstaltiment] sales contract.
SECTION 8. Section 1201.159(a), Occupations Code, is
amended to read as follows:

(a) A broker shall ensure that the seller gives the buyer

the applicable disclosures and warranties that the buyer would have

received if the buyer had purchased the manufactured home through a

licensed retailer [may—but—is—not—reguired—to—be—the—agent—ef—a

| ] . : W ling] .
SECTION 9. Sections 1201.163(a) and (b), Occupations Code,

are amended to read as follows:
(a) In addition to the disclosure statement required by

Section 1201.162, the department shall adopt rules creating a

one-page form printed in at least 12-point type that addresses

[addressing] consumer protection disclosures required in chattel
mortgage transactions and shall prescribe the form for the
disclosure statement. A consumer protection disclosure statement

under this subsection may not contain any blank lines and must

contain only [inedude] the following:

(1) a statement of the significant differences between

chattel mortgages and real estate mortgages;

(2) an itemization of typical [estimated—eclosing]

costs associated with a chattel mortgage purchase of a manufactured

home [ —f—an¥] ;
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(3) an example [estimate—of the total—amount] of

monthly payments in three typical chattel mortgage transactions,

including an estimate of the amount of the [+
[4A)}] principal, [amd] interest, [payments+
[{B)——costs———of—anvy] required insurance

premium, [+] and

({8} coste—for payment—of] ad valorem taxesl[s

(4) a statement of the roles of the retailer and any
affiliated parties in the financing of the first retail sale, as
defined by Section 1201.201, and the estimated compensation that
they will receive for providing or arranging the financing; and

(5) any other disclosures required by state or federal
law, including the Real Estate Settlement Procedures Act of 1974
(12 U.S.C. Section 2601 et seq.) and the Truth in Lending Act (15
U.S.C. Section 1601 et seq.).

(b) A retailer shall provide the consumer protection
disclosure statement to the consumer [at—least—24hours] before the
completion of the first credit application [installment—contract 3
£ully executed, asprovided-by Section1201-164].

SECTION 10. Section 1201.164(a), Occupations Code, 1is

amended to read as follows:
(a) In a chattel mortgage transaction involving an
installment contract, a retailer shall deliver to a consumer at

least 24 hours before the contract is fully executed [&he
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diseclosure—statements—reguired—by—this—subchapter—and] the

contract, with all required information included, signed by the
retailer. The delivery of the [ééS€4*HHHH&—4H&&E€H€H%G——§H§]
installment contract, with all required information included,
signed by the retailer constitutes a firm offer by the retailer.
The consumer may accept the offer not earlier than 24 hours after

the delivery of the contract [deeumernts]. If the consumer has not

accepted the offer within 72 hours after the delivery of the

contract, the retailer may withdraw the offer.

SECTION 11. Section 1201.2055, Occupations Code, is amended
by amending Subsection (d) and adding Subsections (e), (f), (g9),
and (h) to read as follows:

(d) If [the—deperimentissues—astatement—of ownership—and
tocation—te] an owner elects [whe—has—eleeted] to treat a

manufactured home as real property, the department shall issue to

the owner a certified copy of the statement of ownership and

location that on its face reflects that the owner has elected to

treat the manufactured home as real property at the location listed

on the statement. Not later than the 60th day after the date the

department issues a certified copy of the statement of ownership

and location to the owner, the owner must:

(1) file the certified copy in the real property

records of the county in which the home is located; and

(2) mnotify the department that the certified copy has

been filed.

(e) A [£ke] manufactured home is not considered to be real

property until a certified copy of the statement of ownership and
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location has been filed and the department has been notified of the

filing as provided by Subsection (d).

(f) If the department is notified under Subsection (d), the

department in a timely manner shall note in its records that a real

property election has been perfected. If the department is not

notified as described by Subsection (d), the department shall note

in its records that a real property election has not been perfected
and that the home remains personal property [dn—thereal—Ppreperty
records—ofthecountyin which-the-homeistecated].

(g) After the department notes in its records that a real

property election has been perfected [cextifiedecopyhas-beenfited

é&Aﬂup+ea4—p¥epe%%y—%eee%és—e§4ﬂu+eean%¥], the home is considered
to be real property for all purposes [intheformofantmprovement

TN

(h) The provisions of this chapter relating to the

construction or installation of a manufactured home or to

warranties for a manufactured home apply to a home regardless of

whether the home is considered to be real or personal property.

SECTION 12. Sections 1201.206(d) and (e), Occupations Code,

are amended to read as follows:

(d) Not later than the 30th day after the date of each [At—=]

subsequent sale or transfer of a [+he] home that is considered to be

personal property, the sellex [puxrechaser] or transferor

79R11084 QS-F 7
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[£xansfexree] shall provide to the department a completed

application [appt¥] for the issuance of a new statement of

ownership and location. The subsequent sale or transfer of a home

that is considered to be real property is treated as a sale or

transfer of real property and is not subject to regulation by the

department.

(e) Ownership of a manufactured home does not pass oxr vest

at the first retail [a] sale [exr—txansfer] of the home until a

completed application for the issuance of a statement of ownership

and location 1is filed with the department. Ownership of a

manufactured home that is considered to be personal property does

not pass or vest at a subsequent sale or transfer of the home until a

completed application for the issuance of a statement of ownership

and location is filed with the department.

SECTION 13. Section 1201.207(a), Occupations Code, is
amended to read as follows:

(a) The department shall process any completed application
for the issuance of a statement of ownership and location not later
than the 15th [#6€h] working day after the date the application is
received by the department. If the department rejects an
application, the department shall provide a clear and complete
explanation of the reason for the rejection and instructions on how
to cure any defects, if possible.

SECTION 14. Subchapter E, Chapter 1201, Occupations Code,
is amended by adding Section 1201.2076 to read as follows:

Sec. 1201.2076. CONVERSION FROM REAL PROPERTY TO PERSONAL

PROPERTY. The department may not issue a statement of ownership and

79R11084 QS-F 8
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location for a manufactured home that is being converted from real

property to personal property until:

(1) each lien on the home is <released by the

lienholder; or

(2) each lienholder gives written consent, to be

placed on file with the department.

SECTION 15. Section 1201.209, Occupations Code, is amended
to read as follows:

Sec. 1201.209. GROUNDS FOR REFUSAL TO ISSUE OR FOR
SUSPENSION OR REVOCATION OF STATEMENT OF OWNERSHIP AND LOCATION.
The department may not refuse to issue a statement of ownership and
location and may not suspend or revoke a statement of ownership and
location unless:

(1) the application for issuance of the statement of
ownership and location contains a false or fraudulent statement,
the applicant failed to provide information required by the
director, or the applicant is not entitled to issuance of the
statement of ownership and location;

(2) the director has reason to believe that the
manufactured home is stolen or unlawfully converted, or the
issuance of a statement of ownership and location would defraud the
owner or a lienholder of the manufactured home;

(3) the director has reason to believe that the
manufactured home is salvaged, and an application for the issuance
of a new statement of ownership and location that indicates that the
home is salvaged has not been filed;

(4) the required fee has not been paid;

79R11084 QS-F 9
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(5) the state sales and use tax has not been paid in
accordance with Chapter 158, Tax Code, and Section 1201.208; or

(6) a [+eeat] tax lien was filed [befoxe—Septembex—i
2001,] and recorded under Section 1201.219 [32-03i5+—Fax—Ceodes—as
that section existedonthe-date—the—lien-was—$filedy,] and the lien
has not been extinguished.

SECTION 16. Sections 1201.216(a) and (b), Occupations Code,

are amended to read as follows:

(a) If the owner of a manufactured home notifies the

department that the owner intends to treat the home as real property

or to reserve its use for a business purpose or salvage, the [Ehe]

department shall indicate on the statement of ownership and
location for the [emanufactuxred] home that:

(1) the owner of the home has elected to treat the home

as real property or to reserve its use for a business purpose or

salvage; and

(2) except as provided by Section 1201.2055(h), the

department no longer considers the home to be a manufactured home

for purposes of reqgulation under this chapter [whethexthe-home—has

 ndd ] he l : 1 for bucd 1.

(b) On application and subject to Sections 1201.2076 and

1201.209, the department shall [may] issue for the structure

described in the application a new statement of ownership and

79R11084 QS~F 10
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location restoring the structure's designation as a manufactured

[£oxr—the] home only after an inspection and determination that the
structure [heme] is habitable as provided by Section 1201.453.
[ o l Lol : ] 1 £
businessuse~]

SECTION 17. Subchapter E, Chapter 1201, Occupations Code,
is amended by adding Section 1201.217 to read as follows:

Sec. 1201.217. MANUFACTURED HOME ABANDONED. (a) The owner

of real property on which a manufactured home owned by another is

located may declare the home abandoned as provided by this section

if the home has been continuously unoccupied for at least six

months.

(b) Before declaring a manufactured home abandoned, the

owner of real property on which the home is located must send a

notice of intent to declare the home abandoned to the owner of the

home and all lienholders at the addresses listed on the home's

statement of ownership and location on file with the department.

Mailing of the notice by certified mail, return receipt requested,

postage prepaid, to the persons required to be notified by this

.subsection constitutes conclusive proof of compliance with this

subsection.

(c) On receipt of a notice of intent to declare a

manufactured home abandoned, the owner of the home or a lienholder

may freely enter the real property on which the home is located to

remove the home.

(d) If the manufactured home remains on the real property

for at least 45 days after the date the notice is postmarked:

79R11084 QS-F 11
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(1) all liens on the home are extinguished; and

(2) the real property owner may declare the home

abandoned and may apply to the department for a statement of

ownership and location listing the real property owner as the owner

of the manufactured home.

(e) A new statement of ownership and location issued by the

department under this section transfers, free of any liens, title

to the manufactured home to the real property owner.

SECTION 18. Section 1201.219(b), Occupations Code, is
amended to read as follows:

(b) Except as provided by Subsection (a), a lien on a

manufactured home is perfected only by filing with the department

the notice of lien on a form provided by the department. The

recordation of a lien with the department is notice to all persons
that the lien exists. Except as expressly provided by Chapter 32,
Tax Code, a lien recorded with the department has ‘priority,
according to the chronological order of recordation, over another
lien or claim against the manufactured home.

SECTION 19. Section 1201.221(a), Occupations Code, 1is
amended to read as follows:

(a) On written 1request, the department shall provide
information held by the department on:

(1) the —current ownership and location of a

manufactured home; and
(2) the existence of any tax lien on that home for
which notice has been filed with the department.

SECTION 20. Sections 1201.352(c) and (d), Occupations Code,

79R11084 QS-F 12
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are amended to read as follows:

(c) Before the signing of a binding retail installment sales

contract or other binding purchase agreement, the retailer must

give the consumer a copy [er—a—genecral -desexription] of:

(1) the manufacturer's warranty; [arne

(2) the retailer's warranty;
(3) the warranties given by the manufacturers of

appliances or equipment included with the home; and

(4) the name and address of the manufacturer or
retailer to whom the consumer is to give notice of a warranty

service request.
SECTION 21. Section 1201.357, Occupations Code, is amended
by adding Subsection (c) to read as follows:

(c) If the manufacturer or retailer is unable to provide

warranty service in accordance with the department order under

Section 1201.356 as a result of an action of the consumer, the

manufacturer or retailer must make that allegation in the written

statement required by Subsection (a). The department shall

investigate the allegation, and if the department determines that

the allegation is credible, the department shall issue a new ordex

specifying the date and time of the proposed corrective action. The

department shall send the order to the consumer and the

manufacturer or retailer, as applicable, by certified mail, return

79R11084 QS-F 13
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receipt requested. If the consumer refuses to comply with the

department's new order, the manufacturer or retailer, as

applicable:

(1) is discharged from the obligations imposed by the

relevant department orders;

(2) has no liability to the consumer; and

(3) is not subject to an action by the department for

failure to provide warranty service.

SECTION 22. Section 1201.361, Occupations Code, is amended
to read as follows:

Sec. 1201.361. INSTALLER'S WARRANTY. (a) For all secondary
installations not covered by the retailer's warranty described by
Section 1201.352 and for the installation of all used manufactured
homes, the installer shall give the manufactured home owner a
written warranty that the installation of the home was performed in
accordance with all department standards, rules, orders, and
requirements.

(b) The warranty must conspicuously disclose the

requirement that the consumer notify the installer of any claim in

writing in accordance with the terms of the warranty. Unless the

warranty provides for a longer period, the installer has no

obligation or liability for any defect described in a written

notice received from the consumer more than two years after the date

of the installation.

SECTION 23. Section 1201.405, Occupations Code, is amended
by adding Subsection (e) to read as follows:

(e) 1In determining the amount of actual damages under this

79R11084 QS-F 14
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section, the director shall make an independent inquiry as to the

damages actually incurred, unless the damages have been established

by a contested jury trial.

SECTION 24. Section 1201.451(a), Occupations Code, 1is
amended to read as follows:

(a) Except as otherwise provided by this subchapter, a
person may not sell, exchange, or lease-purchase a used

manufactured home without the appropriate transfer of good and
marketable title to the home [unless—the sale,—exchanger—o¥
}ea—s-e—-p—u—r—e—h-a—s—e—l-s—*ee-'-' :

WER ; - ] ] e ] .

(L2 build - c WNEPT
satvagedmanufacturedhome] .

SECTION 25. Section 1201.455, Occupations Code, is amended
to read as follows:

Sec. 1201.455. WARRANTY OF HABITABILITY REQUIRED. (a)
Except as otherwise provided by this subchapter, a person may not
sell, exchange, or lease-purchase a used manufactured home to a
consumer for use as a dwelling without providing a written warranty

that the home is and will remain habitable until the 60th day after

the later of the installation date or the date of the purchase

agreement. (jf/l/5tlﬂ7’ <))

(b)—IUnless,—not—tater—than—the—~65th—[66th]—day—after—the<_

date»—oﬂuﬂjma_saleﬁ_-exchanq@r—@{_.Leaséfpurcha§€“%§f€ém@ﬁfT"ﬁﬁK?{i

consumer notifies the seller in writing of a defect that makes the
home not habitable, any obligation or liability of the seller under

this subchapter is terminated. The warranty must conspicuously

79R11084 QS-F 15
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disclose that notice requirement to the consumer. 6Q§’A/S£flf7—£3)l)
SECTION 26. The heading to Section 1201.457, Occupations
Code, is amended to read as follows:
Sec. 1201.457. HABITABILITY: CHANGE TO OR FROM BUSINESS USE

OR SALVAGE.

SECTION 27. Section 1201.457(b), Occupations Code, 1is
amended to read as follows:
(b) The purchaser of a used manufactured home for business

use or the purchaser of a salvaged manufactured home may not sell,

exchange, or lease-purchase the home for use as a dwelling or allow

any person to occupy or use the home as a dwélling unless the

director issues a new statement of ownership and location
indicating that the home is no longer reserved for business use or
salvage. On the purchaser's application to the department for
issuance of a new statement of ownership and location, the
department shall inspect the home and, if the department determines
that the home is habitable, issue the statement of ownership and
location. (7/:(£/5é;/g7’ A)))

SECTION %ﬁ. Section 32.015(a), Tax Code, is amended to read
as follows: 7 |

(a) On payment of the taxes, penalties, and interest for a
year for which a valid tax lien [fited before September—,—2001]
has been recorded on the title records of the department, the
collector for the taxing unit shall issue a tax certificate showing
no taxes due or a tax paid receipt for such year to the person making
payment. When the tax certificate showing no taxes due or tax paid

receipt is filed with the department, the tax lien is extinguished

79R11084 QS~F 16
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and canceled and shall be removed from the title records of the
manufactured home. The collector for a taxing unit may not refuse
to issue a tax paid receipt to the person who offers to pay the
taxes, penalties, and interest for a particular year or years, even
though taxes may also be due for another year or other years.

SECTION gé% Section 32.03, Tax Code, is amended by amending
Subsections (a) and (b) and adding Subsections (a-1) and (a-2) to
read as follows:

(a) Except as provided by Subsection (a-1), a [A] tax lien

may not be enforced against personal property transferred to a
buyer in ordinary course of business as defined by Section 1.201(9)

of the Business & Commerce Code for value who does not have actual

notice of the existence of the lien [e¥—iftheperconalproperty 3is

existence-of the lien].

(a-1) A tax lien against a manufactured home may not be

enforced unless it has been recorded with the Texas Department of

Housing and Community Affairs as provided by Section 1201.219,

Occupations Code:

(1) before October 1, 2005; or

(2) not later than six months after the end of the year

for which the tax was owed.

(a=2) A person may not transfer title of a manufactured home

until all tax liens perfected on the home have been extinguished or

satisfied and released. This subsection does not apply to the sale

of a manufactured home in inventory.

(b) A bona fide purchaser for value or the holder of a lien

79R11084 QS-F 17
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recorded on the manufactured home statement of ownership and

location [decument—ef—title] is not required to pay any taxes that
have not been recorded with the Texas Department of Housing and
Community Affairs [impesed—inataw—year—thatbeginsbefore Janvary
1 . ] c ]
c hicl 1id 1 lulv £iled . lod .
. 32 015 ] . . 3 ] 3 ] 1

32-65]. In this section, "manufactured home" has the meaning

assigned by Section 32.015(b).

SECTION 3%% The following laws are repealed:

(1) Sections 1201.164(b), 1201.165, 1201.206(a),
1201.215, 1201.216(c) and (d), 1201.219(d), and 1201.222(b),
Occupations Code;

(2) Sections 32.014(d) and 32.03(c)-(j), Tax Code; and

(3) Section 623.093(4d), Transportatlon Code.

SECTION 5@/ This Act takes effect immediately if it
receives a vote of two-thirds of all the members elected to each
house, as provided by Section 39, Article III, Texas Constitution.
If this Act does not receive the vote necessary for immediate

effect, this Act takes effect September 1, 2005.

79R11084 QS-F 18 /
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FLOOR AMENDMENT NO. \ Q/ APR 27 (M A/é

w Chig Cierk ) ‘k
House of Renresentau;;

1 Amend C.S.H.B. No. 2438 (house committee report) by adding

2 the following appropriately numbered section and by renumbering

subsequent sectlons accordlngly /;ékh/flif?/ ;/ﬁ))}

w

[1-9

’YL%ECTION *2 Subchapter zZ, Chiater 2306, Government Code,
5/ is amended by adding Section 2306.591 to read as follows:

i
6\ Sec. 2306.591. MANUFACTURED HOMES INSTALLED IN COLONIAS.

7\ (a) For a manufactured home to be approved for installation and

8

use as a dwelling in a colonia: V//

9 (1) the home must be a HUD-code manufactured home, as

|
|

10 deflned by Section 1201 003, Occupations Code;

11 (2) the home must be habitable, as described by

12 * Section 1201.453, Occupations Code; and
i
13 (3) ownership of the home must be properly recorded

14 with the manufactured housing division of the department.

15 (b) An owner of a manufactured home is not eligible to

16' participate in a grant loan program offered by the department,

v/

17 including the single-family mortgage revenue bond program under

18 Section 2306.142, unless the owner complles with Subsection (a).

e M’

HB 2481 (KEL)4-27-2005@3-07-05 PM
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FLOOR AMENDMENT NO. L{ . 7 Bw: WL/
- _ Chiei Ciork
e im0k
Amend C.S.H.B. No. 2438 on page 16, between lines 1 and 2,

by inserting the following: (f<fit%Jfgéf%27Pr£§L))

N p—

/gg (c) If negotiations related to the .sale, exchanégTE‘B?

lease-purchase agreement are conducted primarily in a language

other than English, the written warranty and disclosure must be

provided to the «consumer in the Jlanguage in which the

negotiations are conducted.

b

HB 2438 (KCR) 4-27-2005@3-27-23 PM
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FLOOR AMENDMENT NO. b ’ BY: %7{&

1 Amend C.S.H.B. No. 2438, on page 15, by striking lines 23-

24 and substltutlng the following: ///L /«/5 '5'(’7,6-)//

- e
o —

3 //'\’\')(b) Unless, not later than the 65th [6@-‘5—h] day after the
/./

N

4/ later of the installation date or the date of the purchase

[sate—exchange—or—lease=purchase] agreement, the

230
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b
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House of Repregeriaives
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2ND READING
ENGROSSMENT

By: Haggerty, Quintanilla H.B. No. 2438

A BILL TO BE ENTITLED
AN ACT
relating to the acquisition and regulation of manufactured homes.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Section 1201.101(f), Occupations Code, 1is
amended to read as follows:
(f) A person may not act as a salesperson of manufactured

housing unless the person holds a salesperson's license [is5—a

iicense—holder]. A retailer or broker may not employ or otherwise

use the services of a salesperson who is not licensed. A licensed

salesperson may not participate in a sale of a manufactured home

unless the sale 1s through the retailer who sponsored the

salesperson's application as required by Section 1201.103(d).

SECTION 2. Section 1201.103(d), Occupations Code, 1is
amended to read as follows:
(d) An applicant for a salesperson's license must:
(1) file with the director an application that
provides [prowiding] any information the director considers

necessary [+] and that is sponsored by a licensed, bonded retailer;

and
(2) pay the required fee.
SECTION 3. Section 1201.106(a), Occupations Code, is
amended to read as follows:
(a) An applicant for a license or a license holder shall

file a bond or other security under Section 1201.105 for the
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H.B. No. 2438
issuance or renewal of a license in the following amount:
(1) $100,000 for a manufacturer;
(2) $50,000 for a retailer;
(3) $30,000 for a rebuilder;
(4) $50,000 [e2650808] for a broker; or
(5) $10,000 for an installer.
SECTION 4. Section 1201.107, Occupations Code, is amended
by adding Subsection (d) to read as follows:

(d) If a retailer or broker offers for sale or participates

in any way in the sale of a manufactured home at a location other

than an undivided parcel of real property where more than one

manufactured home is located and offered for sale, exchange, or

lease-purchase by a retailer or broker to the public, the retailer

or broker must:

(1) identify the bond on file with the department in

conjunction with that person's license; and

(2) provide contractually in the sales transaction

that the identified bond applies to the sale.

SECTION 5. Sections 1201.113(a), (b), (e), and (g),
Occupations Code, are amended to read as follows:
(a) The board shall recognize, prepare, or administer

certification and continuing education programs for salespersons

[persens] regulated under this chapter.

(b) A person who holds a salesperson's license [hetdex] must

participate in certification and continuing education programs as
provided by Subsection (e).

(e) A salesperson must complete eight hours of




O 00 N o0 b W N

T
w N = O

14
15
16
17
18
19
20
21
22
23
24
25
26
27

H.B. No. 2438

certification and continuing education programs not later than the

90th day after the date the salesperson's initial license is

issued. To renew a salesperson's license, a salesperson [Persens]

regulated under this chapter [and—-directly—invelved—in—the-sateof
manufactured—housing] must complete an additional eight hours of

certification and continuing education programs for each renewal

[each—yeax]. The programs must be presented by a board-approved

organization or educational institution and must include

instruction in applicable [addxess] state and federal law,

[appticable—to—all—manufactured—housing—retailer—practices—and v

relewvant] consumer protection regulations, and ethical standards.

(g) The board shall suspend the license of a salesperson

[pexsern] regulated under this chapter who does not complete the
programs as required by this section. The board shall reinstate the

license on the salesperson's [pexsen's] completion of the programs.

SECTION 6. Section 1201.114(a), Occupations Code, is
amended to read as follows:

(a) A manufacturer's, retailer's, broker's, or installer's

license is valid for one year. A salesperson's license is valid for
Yy

two years. A license [and] may be renewed as provided by the

director. A person whose license has been suspended or revoked or

whose license has expired may not engage in activities that require

a license until the license has been reinstated or renewed.

SECTION 7. Section 1201.151(d), Occupations Code, is
amended to read as follows:
(d) This section does not apply to:

(1) a deposit held in escrow 1in a real estate



Ow 0 N0 b

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

H.B. No. 2438
transaction; or
(2) money stated to be a down payment in an executed
retail [+astaliment] sales contract.
SECTION 8. Section 1201.159(a), Occupations Code, is
amended to read as follows:

(a) A broker shall ensure that the seller gives the buyer

the applicable disclosures and warranties that the buyer would have

received if the buyer had purchased the manufactured home through a

licensed retailer [may—but—is—not—reguired—to—be—the agent—of—a

SECTION 9. Sections 1201.163(a) and (b), Occupations Code,

are amended to read as follows:
(a) In addition to the disclosure statement required by

Section 1201.162, the department shall adopt rules creating a

one-page form printed in at least 12-point type that addresses

[addxressing] consumer protection disclosures required in chattel
mortgage transactions and shall prescribe the form for the
disclosure statement. A consumer protection disclosure statement

under this subsection may not contain any blank lines and must

contain only [4netude] the following:

(1) a statement of the significant differences between
chattel mortgages and real estate mortgages;

(2) an itemization of typical [estimated—eclesing]

costs associated with a chattel mortgage purchase of a manufactured

home [—if—an¥] ;
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(3) an example [estimate—of—the +total—amount] of

monthly payments in three typical chattel mortgage transactions,

including an estimate of the amount of thel[+

[+2&>] principal, [erd] interest, [payments+

[{B)r——<costs—-of——anv] required insurance
premium, [+] and

[{e)——costes—for—payment—ef] ad valorem taxes[+

the-manufactured-home] ;

(4) a statement of the roles of the retailer and any
affiliated parties in the financing of the first retail sale, as
defined by Section 1201.201, and the estimated compensation that
they will receive for providing or arranging the financing; and

(5) any other disclosures required by state or federal
law, including the Real Estate Settlement Procedures Act of 1974
(12 U.S.C. Section 2601 et seqg.) and the Truth in Lending Act (15
U.S.C. Section 1601 et seq.).

(b) A retailer shall provide the consumer protection
disclosure statement to the consumer [atteast24-heurs] before the
completion of the first credit application [dinstallment—econtract—is

£31] tod  dod] ) . ]
SECTION 10. Section 1201.164(a), Occupations Code, 1is

amended to read as follows:
(a) In a chattel mortgage transaction involving an
installment contract, a retailer shall deliver to a consumer at

least 24 hours before the contract is fully executed [+he
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diselosure—statements—reoguired—by—this—subechapter——and] the
contract, with all required information included, signed by the
retailer. The delivery of the [d&iselosure—statements—and]
installment contract, with all required information included,
signed by the retailer constitutes a firm offer by the retailer.

The consumer may accept the offer not earlier than 24 hours after

the delivery of the contract [deeuments]. If the consumer has not

accepted the offer within 72 hours after the delivery of the

contract, the retailexr may withdraw the offer.

SECTION 11. Section 1201.2055, Occupations Code, is amended
by amending Subsection (d) and adding Subsections (e), (f), (g9),
and (h) to read as follows:

(d) 1If [+hedepartmentiscves—a—statement—of—ownership—and
locatien—te] an owner elects [who—has elected] to treat a

manufactured home as real property, the department shall issue to

the owner a certified copy of the statement of ownership and

location that on its face reflects that the owner has elected to

treat the manufactured home as real property at the location listed

on the statement. Not later than the 60th day after the date the

department issues a certified copy of the statement of ownership

and location to the owner, the owner must:

(1) file the certified copy in the real property

records of the county in which the home is located; and

(2) notify the department that the certified copy has

been filed.

(e) A [#he] manufactured home is not considered to be real

property until a certified copy of the statement of ownership and
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location has been filed and the department has been notified of the

filing as provided by Subsection (d).

(f) If the department is notified under Subsection (d), the

department in a timely manner shall note in its records that a real

property election has been perfected. If the department is not

notified as described by Subsection (d), the department shall note

in its records that a real property election has not been perfected
and that the home remains personal property [in—the—real—property
records—of—the—county—in-which-the-home—is—tocated].

(g) After the department notes in its records that a real
property election has been perfected [ecextified—ecopyhasbeenfiled
in—thereal-property recoxrds—of—the—county], the home is considered
to be real property for all purposes [in—the—formofanimprovement

(h) The provisions of this chapter relating to the

construction or installation of a manufactured home or to

warranties for a manufactured home apply to a home regardless of

whether the home is considered to be real or personal property.

SECTION 12. Sections 1201.206(d) and (e), Occupations Code,
are amended to read as follows:

(d) Not later than the 30th day after the date of each [A&t-=]

subsequent sale or transfer of a [#he] home that is considered to be

personal property, the seller [purchaser] or transferor
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[£xansfexee] shall provide to the department a completed

application [appty] for the issuance of a new statement of

ownership and location. The subsequent sale or transfer of a home

that is considered to be real property is treated as a sale or

transfer of real property and is not subject to regulation by the

department.

(e) Ownership of a manufactured home does not pass or vest

at the first retail [a] sale [ex—t¥ansfex] of the home until a

completed application for the issuance of a statement of ownership

and location is filed with the department. Ownership of a

manufactured home that is considered to be personal property does

not pass or vest at a subsequent sale or transfer of the home until a

completed application for the issuance of a statement of ownership

and location is filed with the department.

SECTION 13. Section 1201.207(a), Occupations Code, 1is
amended to read as follows:

(a) The departmenf shall process any completed application
for the issuance of a statement of ownership and location not later
than the 15th [+0€h] working day after the date the application is
received by the department. If the department rejects an
application, the department shall provide a clear and complete
explanation of the reason for the rejection and instructions on how
to cure any defects, if possible.

SECTION 14. Subchapter E, Chapter 1201, Occupations Code,
is amended by adding Section 1201.2076 to read as follows:

Sec. 1201.2076. CONVERSION FROM REAL PROPERTY TO PERSONAL

PROPERTY. The department may not issue a statement of ownership and
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location for a manufactured home that is being converted from real

property to personal property until:

(1) each 1lien on the home is released by the

lienholder; or

(2) each 1lienholder gives written consent, to be

placed on file with the department.

SECTION 15. Section 1201.209, Occupations Code, is amended
to read as follows:

Sec. 1201.209. GROUNDS FOR REFUSAL TO 1ISSUE OR FOR
SUSPENSION OR REVOCATION OF STATEMENT OF OWNERSHIP AND LOCATION.
The department may not refuse to issue a statement of ownership and
location and may not suspend or revoke a statement of ownership and
location unless:

(1) the application for issuance of the statement of
ownership and location contains a false or fraudulent statement,
the applicant failed to provide information required by the
director, or the applicant is not entitled to issuance of the
statement of ownership and location;

(2) the director has reason to believe that the
manufactured home is stolen or unlawfully converted, or the
issuance of a statement of ownership and location would defraud the
owner or a lienholder of the manufactured home;

(3) the director has reason to believe that the
manufactured home is salvaged, and an application for the issuance
of a new statement of ownership and location that indicates that the
home is salvaged has not been filed;

(4) the required fee has not been paid;
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(5) the state sales and use tax has not been paid in

accordance with Chapter 158, Tax Code, and Section 1201.208; or
(6) a [}eeat] tax lien was filed [before-September—iy
200++] and recorded under Section 1201.219 [32-035—TFax—Ceder—as
that—section—existedeon—the—date—the—lienwas—£fileds ] and the lien

has not been extinguished.
SECTION 16. Sections 1201.216(a) and (b), Occupations Code,
are amended to read as follows:

(a) If the owner of a manufactured home notifies <the

department that the owner intends to treat the home as real property

or to reserve its use for a business purpose or salvage, the [Zhe]

department shall indicate on the statement of ownership and
location for the [a-manufaectured] home that:

(1) the owner of the home has elected to treat the home

as real property or to reserve its use for a business purpose or

salvage; and

(2) except as provided by Section 1201.2055(h), the

department no longer considers the home to be a manufactured home

for purposes of regulation under this chapter [whethexr—the-home—has

(b) On application and subject to Sections 1201.2076 and

1201.209, the department shall [ma¢] issue for the structure

described in the application a new statement of ownership and

10
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location restoring the structure's designation as a manufactured

[£ex—+he] home only after an inspection and determination that the

structure [home] is habitable as provided by Section 1201.453.

business—user]
SECTION 17. Subchapter E, Chapter 1201, Occupations Code,
is amended by adding Section 1201.217 to read as follows:

Sec. 1201.217. MANUFACTURED HOME ABANDONED. (a) The owner

of real property on which a manufactured home owned by another is

located may declare the home abandoned as provided by this section

if the home has been continuously unoccupied for at least six

months.

(b) Before declaring a manufactured home abandoned, the

owner of real property on which the home is located must send a

notice of intent to declare the home abandoned to the owner of the

home and all lienholders at the addresses listed on the home's

statement of ownership and location on file with the department.

Mailing of the notice by certified mail, return receipt requested,

postage prepaid, to the persons required to be notified by this

subsection constitutes conclusive proof of compliance with this

subsection.

(c) On receipt of a notice of intent to declare a

manufactured home abandoned, the owner of the home or a lienholder

may freely enter the real property on which the home is located to

remove the home.

(d) If the manufactured home remains on the real property

for at least 45 days after the date the notice is postmarked:

11
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(1) all liens on the home are extinguished; and

(2) the real property owner may declare the home

abandoned and may apply to the department for a statement of

ownership and location listing the real property owner as the owner

of the manufactured home.

(e) A new statement of ownership and location issued by the

department under this section transfers, free of any liens, title

to the manufactured home to the real property owner.

SECTION 18. Section 1201.219(b), Occupations Code, 1is
amended to read as follows:

(b) Except as provided by Subsection (a), a lien on a

manufactured home is perfected only by filing with the department

the notice of 1lien on a form provided by the department. The

recordation of a lien with the department is notice to all persons
that the lien exists. Except as. expressly provided by Chapter 32,
Tax Code, a lien recorded with the department has priority,
according to the chronological order of recordation, over another
lien or claim against the manﬁfactured home.

SECTION 19. Section 1201.221(a), Occupations Code, is
amended to read as follows:

(a) On written request, the department shall provide
information held by the department on:

(1) the current ownership and location of a

manufactured home; and
(2) the existence of any tax lien on that home for
which notice has been filed with the department.

SECTION 20. Sections 1201.352(c) and (d), Occupations Code,

12
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are amended to read as follows:

(c) Before the signing of a binding retail installment sales
contract or other binding purchase agreement, the retailer must
give the consumer a copy [ex—a-genexral-deseription] of:

(1) the manufacturer's warranty; [aréd
[2—+the retailer'swarranty-
[fa ] . S nitial 1laks ]

[ —themanufacturer' s waryrantys |

(2) the retailer's warranty;

(3) the warranties given by the manufacturers of
appliances or equipment included with the home; and

(4) the name and address of the manufacturer or
retailer to whom the consumer is to give notice of a warranty
service request.

SECTION 21. Section 1201.357, Occupations Code, is amended

by adding Subsection (c) to read as follows:

(c) If the manufacturer or retailer is unable to provide

warranty service in accordance with the department order under

Section 1201.356 as a result of an action of the consumer, the

manufacturer or retailer must make that allegation in the written

statement required by Subsection (a). The department shall

investigate the allegation, and if the department determines that

the allegation is credible, the department shall issue a new order

specifying the date and time of the proposed corrective action. The

department shall send the order to the consumer and the

manufacturer or retailer, as applicable, by certified mail, return

13
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receipt reguested. If the consumer refuses to comply with the

department's new order, the manufacturer or retailer, as

applicable:

(1) is discharged from the obligations imposed by the

relevant department orders;

(2) has no liability to the consumer; and

(3) 1is not subject to an action by the department for

fajilure to provide warranty service.

SECTION 22. Section 1201.361, Occupations Code, is amended
to read as follows:

Sec. 1201.361. INSTALLER'S WARRANTY. (a) For all secondary
installations not covered by the retailer's warranty described by
Section 1201.352 and for the installation of all used manufactured
homes, the installer shall give the manufactured home owner a
writteﬁ warranty that the installation of the home was performed in
accordance with all department standards, rules, orders, and

requirements.

(b) The warranty must conspicuously disclose the

requirement that the consumer notify the installer of any claim in

writing in accordance with the terms of the warranty. Unless the

warranty provides for a longer period, the installer has no

obligation or liability for any defect described in a written

notice received from the consumer more than two years after the date

of the installation.

SECTION 23. Section 1201.405, Occupations Code, is amended

by adding Subsection (e) to read as follows:

(e) In determining the amount of actual damages under this

14
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section, the director shall make an independent inquiry as to the

damages actually incurred, unless the damages have been established

by a contested jury trial.

SECTION 24. Section 1201.451(a), Occupations Code, is
amended to read as follows:

(a) Except as otherwise provided by this subchaptér, a
person may not sell, exchange, or lease-purchase a wused

manufactured home without the appropriate transfer of good and

marketable title to the home [urtess—the—sate,—eoxchange,—o¥
-Le-a-s-e—;p&ee—e-h—a-s—e——}s—t:—e--' g

(4 1 - ] ] e ] .

[42) build c ] : bailds
salbraged-manufactured-home] .

SECTION 25. Section 1201.455, Occupations Code, is amended
to read as follows:

Sec. 1201.455. WARRANTY OF HABITABILITY REQUIRED. (a)
Except as otherwise provided by this subchapter, a person may not
sell, exchange, or lease-purchase a used manufactured home to a
consumer for use as a dwelling without providing a written warranty

that the home is and will remain habitable until the 60th day after

the later of the installation date or the date of the purchase

agreement.
(b) Unless, not later than the 65th [66+k] day after the

later of the installation date or the date of the purchase [sates
exchange—oxr—lease=purechase] agreement, the consumer notifies the

seller in writing of a defect that makes the home not habitable, any

obligation or liability of the seller under this subchapter is

15 .
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terminated. The warranty must conspicuously disclose that notice

requirement to the consumer.

(c) If negotiations related to the sale, exchange, or

lease-purchase agreement are conducted primarily'in a language

other than English, the written warranty and disclosure must be

provided to the consumer in the language in which the negotiations

are conducted.

SECTION 26. The heading to Section 1201.457, Occupations

Code, is amended to read as follows:

Sec. 1201.457. HABITABILITY: CHANGE TO OR FROM BUSINESS USE

OR SALVAGE.

SECTION 27. Section 1201.457(b), Occupations Code, 1is
amended to read as follows:
(b) The purchaser of a used manufactured home for business

use orx the purchaser of a salvaged manufactured home may not sell,

exchange, or lease-purchase the home for use as a dwelling or allow

any person to occupy or use the home as a dwelling unless the

director issues a new statement of ownership énd location
indicating that the home is no longer reserved for business use or
salvage. On the purchaser's application to the department for
issuance of a new statement of ownership and location, the
department shall inspect the home and, if the department determines
that the home is habitable, issue the statement of ownership and
location.

SECTION 28. Subchapter Z, Chapter 2306, Government Code, is
amended by adding Section 2306.591 to read as follows:

Sec. 2306.591. MANUFACTURED HOMES INSTALLED IN COLONIAS.

le
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(a) For a manufactured home to be approved for installation and use

as a dwelling in a colonia:

(1) the home must be a HUD-code manufactured home, as

defined by Section 1201.003, Occupations Code;

(2) the home must be habitable, as described by

Section 1201.453, Occupations Code; and

(3) ownership of the home must be properly recorded

with the manufactured housing division of the department.

(b) An owner of a manufactured home is not eligible to

participate in a grant loan program offered by the department,

including the single-family mortgage revenue bond program under

Section 2306.142, unless the owner complies with Subsection (a).

SECTION 29. Section 32.015(a), Tax Code, is amended to read
as follows:

(a) On payment of the taxes, penalties, and interest for a
year for which a valid tax lien [f£led—before—September—32001y]
has been iecorded on the title records of the department, the
collector for the taxing unit shall issue a tax certificate showing
no taxes due or a tax paid receipt for such year to the person making
payment. When the tax certificate showing no taxes due or tax paid
receipt is filed with the department, the tax lien is extinguished
and canceled and shall be removed from the title records of the
manufactured home. The collector for a taxing unit may not refuse
to issue a tax paid receipt to the person who offers to pay the
taxes, penalties, and interest for a particular year or years, even
though taxes may also be due for another year or other years.

SECTION 30. Section 32.03, Tax Code, is amended by amending

17
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Subsections (a) and (b) and adding Subsections (a-1) and (a-2) to
read as follows:

(a) Except as provided by Subsection (a-1), a [A] tax lien

may not be enforced against personal property transferred to a

buyer in ordinary course of business as defined by Section 1.201(9)

of the Business & Commerce Code for value who does not have actual

notice of the existence of the lien [e¥—if-thepersonal property3is

(a=1) A tax lien against a manufactured home may not be

enforced unless it has been recorded with the Texas Department of

Housing and Community Affairs as provided by Section 1201.219,

Occupations Code:

(1) before October 1, 2005; or

(2) not later than six months after the end of the year

for which the tax was owed.

(a-2) A person may not transfer title of a manufactured home

until all tax liens perfected on the home have been extinguished or

satisfied and released. This subsection does not apply to the sale

of a manufactured home in inventory.

(b) A bona fide purchaser for value or the holder of a lien

recorded on the manufactured home statement of ownership and

location [deecumentef +£itle] is not required to pay any taxes that

have not been recorded with the Texas Department of Housing and

Community Affairs [impesedina-tax-year-thatbeginsbeforeJanuvaxy

L 2001 T . ] c ]
e el lig 1 Tulv filed 3 ted 3

18
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assigned by Section 32.015(b).

SECTION 31. The following laws are repealed:

(1) Sections 1201.164(b), 1201.165, 1201.206(a),
1201.215, 1201.216(c) and (d), 1201.219(d), and 1201.222(b),
Occupations Code;

(2) Sections 32.014(d4) and 32.03(c)=-(j), Tax Code; and

(3) Section 623.093(d), Transportation Code.

SECTION 32. This Act takes effect immediately if it
receives a vote of two-thirds of all the members elected to each
house, as provided by Section 39, Article III, Texas Constitution.
If this Act does not receive the vote necessary for immediate

effect, this Act takes effect September 1, 2005.

19
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By: Haggerty, Quintanilla H.B. No. 2438

A BILL TO BE ENTITLED
AN ACT
relating to the acquisition and requlation of manufactured homes.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Section 1201.101(f), Occupations Code, is
amended to read as follows:
(f) A person may not act as a salesperson of manufactured

housing unless the person holds a salesperson's license [+5—a

license-heldex]. A retailer or broker may not employ or otherwise

use the services of a salesperson who is not licensed. A licensed

salesperson may not participate in a sale of a manufactured home

unless the sale is through the retailer who sponsored the

salesperson's application as required by Section 1201.103(4d).

SECTION 2. Section 1201.103(d), Occupations Code, is
amended to read as follows:
(d) An applicant for a salesperson's license must:
(1) file with the director an application that

provides [pxreviding] any information the director considers

necessary [+] and that is sponsored by a licensed, bonded retailer;

and
(2) pay the required fee.
SECTION 3. Section 1201.106(a), Occupations Code, is
amended to read as follows:
(a) An applicant for a license or a license holder shall

file a bond <;r other security under Section 1201.105 for the
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issuance or renewal of a license in the following amount:
(1) $100,000 for a manufacturer;
(2) $50,000 for a retailer;
(3) $30,000 for a rebuilder;
(4) $50,000 [$204,0008] for a broker; or
(5) $10,000 for an installer.
SECTION 4. Section 1201.107, Occupations Code, is amended
by adding Subsection (d) to read as follows:

(d) If a retailer or broker offers for sale or participates

in any way in the sale of a manufactured home at a location other

than an undivided parcel of real property where more than one

manufactured home is located and offered for sale, exchange, or

lease-purchase by a retailer or broker to the public, the retailer

or broker must:

(1) identify the bond on file with the department in

conjunction with that person's license; and

(2) provide contractually in the sales transaction

that the identified bond applies to the sale.

SECTION 5. Sections 1201.113(a), (b), (e), and (qg),
Occupations Code, are amended to read as follows:
(a) The board shall recognize, prepare, or administer

certification and continuing education programs for salespersons

[pexsons] regulated under this chapter.

(b) A person who holds a salesperson's license [hedtder] must

participate in certification and continuing education programs as
provided by Subsection (e).

(e) A salesperson must complete eight hours of
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certification and continuing education programs not later than the

90th day after the date the salesperson's initial license is

issued. To renew a salesperson's license, a salesperson [Rexsens]

regulated under this chapter [and—directiyinvelved—inthesale—of
manufactured housing] must complete an additional eight hours of

certification and continuing education programs for each renewal

[eaeh—yea%]. The programs must be presented by a board-approved

organization or educational institution and must include

instruction in applicable [addxess] state and federal law,

anplicabl g . g . g

relewant] consumer protection regulations, and ethical standards.

(g) The board shall suspend the license of a salesperson

[pexsen] regulated under this chapter who does not complete the
programs as required by this section. The board shall reinstate the

license on the salesperson's [personts] completion of the programs.

SECTION 6. Section 1201.114(a), Occupations Code, is

amended to read as follows:

(a) A manufacturer's, retailer's, broker's, or installer's

license is valid for one year. A salesperson's license is valid for

two years. A license [aréd] may be renewed as provided by the

director. A person whose license has been suspended or revoked or

whose license has expired may not engage in activities that require

a license until the license has been reinstated or renewed.

SECTION 7. Section 1201.151(d), Occupations Code, is
amended to read as follows:
(d) This section does not apply to:

(1) a deposit held in escrow in a real estate
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transaction; or
(2) money stated to be a down payment in an executed
retail [+mstalliment] sales contract.
SECTION 8. Section 1201.159(a), Occupations Code, 1is
amended to read as follows:

(a) A broker shall ensure that the seller gives the buyer

the applicable disclosures and warranties that the buyer would have

received if the buyer had purchased the manufactured home through a

licensed retailer [may—but—is—net—reguixred—to—be—theagent—of—a

has beendssuedandisoutstanding].
SECTION 9. Sections 1201.163(a) and (b), Occupations Code,

are amended to read as follows:
(a) In addition to the disclosure statement required by

Section 1201.162, the department shall adopt rules creating a

one-page form printed in at least 12-point type that addresses

[addressing] consumer protection disclosures required in chattel
mortgage transactions and shall prescribe the form for the
disclosure statement. A consumer protection disclosure statement

under this subsection may not contain any blank lines and must

contain only [d4metude] the following:

(1) a statement of the significant differences between

chattel mortgages and real estate mortgages;

(2) an itemization of typical [estimated—ctosing]

costs associated with a chattel mortgage purchase of a manufactured

home [—£f—any] ;
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(3) an example [estimate—of +the +total—ameunt] of

monthly payments in three typical chattel mortgage transactions,

including an estimate of the amount of thel+
[+A>] principal, [andé] interest, [payments+
[4B)——costs——of——anvy] required insurance

premium, [+] and
[{C)—costs—for—payment—of] ad valorem taxes|[s

TITe

the manufacturedbhomel ;

(4) a statement of the roles of the retailer and any
affiliated parties in the financing of the first retail sale, as
defined by Section 1201.201, and the estimated compensation that
they will receive for providing or arranging the financing; and

(5) any other disclosures required by state or federal
law, including the Real Estate Settlement Procedures Act of 1974
(12 U.S.C. Section 2601 et seqg.) and the Truth in Lending Act (15
U.S.C. Section 1601 et seq.).

(b) A retailer shall provide the consumer protection
disclosure statement to the consumer [atZdeast—24heurs] before the
completion of the first credit application [instaliment—contract i
£fully executed, asprovided by Section1201-164].

SECTION 10. Section 1201.164(a), Occupations Code, 1is

amended to read as follows:
(a) In a chattel mortgage transaction involving an
installment contract, a retailer shall deliver to a consumer at

least 24 hours before the contract is fully executed [&he
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disclosure—statements—reguired—by—this—subehapter—and] the
contract, with all required information included, signed by the
retailer. The delivery of the [diseleosure—statements—and]
installment contract, with all required information included,
signed by the retailer constitutes a firm offer by the retailer.
The consumer may accept the offer not earlier than 24 hours after

the delivery of the contract [deecuments]. If the consumer has not

accepted the offer within 72 hours after the delivery of the

contract, the retailer may withdraw the offer.

SECTION 11. Section 1201.2055, Occupations Code, is amended
by amending Subsection (d) and adding Subsections (e), (f), (g),
and (h) to read as follows:

(d) If [the—department—iscues—a—ctatement—of—eownership—and
toecation—te] an owner elects [whe—has—elected] to treat a

manufactured home as real property, the department shall issue to

the owner a certified copy of the statement of ownership and

location that on its face reflects that the owner has elected to

treat the manufactured home as real property at the location listed

on the statement. Not later than the 60th day after the date the

department issues a certified copy of the statement of ownership

and location to the owner, the owner must:

(1) file the certified copy in the real property

records of the county in which the home is located; and

(2) notify the department that the certified copy has

been filed.

(e) A [£he] manufactured home is not considered to be real

property until a certified copy of the statement of ownership and
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location has been filed and the department has been notified of the

filing as provided by Subsection (d).

(£) If the department is notified under Subsection (d), the

department in a timely manner shall note in its records that a real

property election has been perfected. If the department is not

notified as described by Subsection (d), the department shall note

in its records that a real property election has not been perfected
and that the home remains personal property [ir—the xeal—property
records—ofthe countyin whichthehome—istocated].

(g) After the department notes in its records that a real

property election has been perfected [eertifiecd copyhas—beenfited

éﬁ—éhe—%eaé—pfepe*%y—;eee%és—eé—%he—ee&n%¥], the home is considered
to be real property for all purposes [in—theformofan—improvement

1 e £ ied o £iled].

(h) The provisions of this chapter relating to the

construction or installation of a manufactured home or to

warranties for a manufactured home apply to a home regardless of

whether the home is considered to be real or personal property.

SECTION 12. Sections 1201.206(d) and (e), Occupations Code,

are amended to read as follows:

(d) Not later than the 30th day after the date of each [At-=a]

subsequent sale or transfer of a [£he] home that is considered to be

personal property, the seller [poxchaser] or transferor
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[£xansferee] shall provide to the department a completed

application [app+y¢] for the issuance of a new statement of

ownership and location. The subsequent sale or transfer of a home

that is considered to be real property is treated as a sale or

transfer of real property and is not subject to regulation by the

department.

(e) Ownership of a manufactured home does not pass or vest

at the first retail [a&)] sale [ex—txansfex] of the home until a

completed application for the issuance of a statement of ownership

and location is filed with the department. Ownership of a

manufactured home that is considered to be personal property does

not pass or vest at a subsequent sale or transfer of the home until a

completed application for the issuance of a statement of ownership

and location is filed with the department.

SECTION 13. Section 1201.207(a), Occupations Code, is
amended to read as follows:

(a) The department shall process any completed application
for the issuance of a statement of ownership and location not later
than the 15th [36€h] working day after the date the application is
received by the department. If the department rejects an
application, the department shall provide a clear and complete
explanation of the reason for the rejection and instructions on how
to cure any defects, if possible.

SECTION 14. Subchapter E, Chapter 1201, Occupations Code,
is amended by adding Section 1201.2076 to read as follows:

Sec. 1201.2076. CONVERSION FROM REAL PROPERTY TO PERSONAL

PROPERTY. The department may not issue a statement of ownership and
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location for a manufactured home that is being converted from real

property to personal property until:

(1) each 1lien on the home 1is released by the

lienholder; or

(2) each lienholder gives written consent, to be

placed on file with the department.

SECTION 15. Section 1201.209, Occupations Code, is amended
to read as follows:

Sec. 1201.209. GROUNDS FOR REFUSAL TO 1ISSUE OR FOR
SUSPENSION OR REVOCATION OF STATEMENT OF OWNERSHIP AND LOCATION.
The department may not refuse to issue a statement of ownership and
location and may not suspend or revoke a statement of ownership and
location unless:

(1) the application for issuance of the statement of
ownership and location contains a false or fraudulent statement,
the applicant failed to provide information required by the
director, or the applicant is not entitled to issuance of the
statement of ownership and location;

(2) the director has reason to believe that the
manufactured home is stolen or unlawfully converted, or the
issuance of a statement of ownership and location would defraud the
owner or a lienholder of the manufactured home;

(3) the director has reason to believe that the
manufactured home is salvaged, and an application for the issuance
of a new statement of ownership and location that indicates that the
home is salvaged has not been filed;

(4) the required fee has not been paid;
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(5) the state sales and use tax has not been paid in

accordance with Chapter 158, Tax Code, and Section 1201.208; or
(6) a [Feeal] tax lien was filed [before—September 1
200631+] and recorded under Section 1201.219 [32-015—TaxCeder—as
that sectionexisted onthe date the lien wasf£iled,] and the lien

has not been extinguished.
SECTION 16. Sections 1201.216(a) and (b), Occupations Code,
are amended to read as follows:

(a) If the owner of a manufactured home notifies the

department that the owner intends to treat the home as real property

0r to reserve its use for a business purpose or salvage, the [The]

department shall indicate on the statement of ownership and
location for the [amenufaectured] home that:

(1) the owner of the home has elected to treat the home

as real property or to reserve its use for a business purpose or

salvage; and

(2) except as provided by Section 1201.2055(h), the

department no longer considers the home to be a manufactured home

for purposes of regulation under this chapter [whethexr—the-homehas

ndi ] he 1 . 1 for busi ],

(b) On application and subject to Sections 1201.2076 and

1201.209, the department shall [may] 1issue for the structure

described in the application a new statement of ownership and

10
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location restoring the structure's designation as a manufactured

[£ox—the] home only after an inspection and determination that the
structure [heme] is habitable as provided by Section 1201.453.
(3 nad ] he l : 1 1 £
businessuse—r]

SECTION 17. Subchapter E, Chapter 1201, Occupations Code,
is amended by adding Section 1201.217 to read as follows:

Sec. 1201.217. MANUFACTURED HOME ABANDONED. (a) The owner

of real property on which a manufactured home owned by another is

located may declare the home abandoned as provided by this section

if the home has been continuously unoccupied for at least six

months.

(b) Before declaring a manufactured home abandoned, the

owner of real property on which the home is located must send a

notice of intent to declare the home abandoned to the owner of the

home and all lienholders at the addresses listed on the home's

statement of ownership and location on file with the department.

Mailing of the notice by certified mail, return receipt requested,

postage prepaid, to the persons required to be notified by this

subsection constitutes conclusive proof of compliance with this

subsection.

(c) On receipt of a notice of intent to declare a

manufactured home abandoned, the owner of the home or a lienholder

may freely enter the real property on which the home is located to

remove the home.

(d) If the manufactured home remains on the real property

for at least 45 days after the date the notice is postmarked:

11
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(1) all liens on the home are extinguished; and

(2) the real property owner may declare the home

abandoned and may apply to the department for a statement of

ownership and location listing the real property owner as the owner

of the manufactured home.

(e) A new statement of ownership and location issued by the

department under this section transfers, free of any liens, title

to the manufactured home to the real property owner.

SECTION 18. Section 1201.219(b), Occupations Code, 1is
amended to read as follows:

(b) Except as provided by Subsection (a), a lien on a

manufactured home is perfected only by filing with the department

the notice of lien on a form provided by the department. The

recordation of a lien with the department is notice to all persons
that the lien exists. Except as expressly provided by Chapter 32,
Tax Code, a lien recorded with the department has priority,
according to the chronological order of recordation, over another
lien or claim against the manufactured home.

SECTION 19. Section 1201.221(a), Occupations Code, 1is
amended to read as follows:

(a) On written request, the department shall provide
information held by the department on:

(1) the <current ownership and location of a

manufactured home; and
(2) the existence of any tax lien on that home for
which notice has been filed with the department.

SECTION 20. Sections 1201.352(c) and (d), Occupations Code,

12
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are amended to read as follows:
(c) Before the signing of a binding retail installment sales

contract or other binding purchase agreement, the retailer must

give the consumer a copy [er—a—genexral-description] of:

(1) the manufacturer's warranty; [aré
[2—theretailerswarranty-

[ —At—the +time—of—the
[{I)—themanufacturer' s—warrapntys]

(2) the retailer's warranty;

(3) the warranties given by the manufacturers of

appliances or equipment included with the home; and

(4) the name and address of the manufacturer or
retailer to whom the consumer is to give notice of a warranty

service request.
SECTION 21. Section 1201.357, Occupations Code, is amended
by adding Subsection (c) to read as follows:

(¢) If the manufacturer or retailer is unable to provide

warranty service in accordance with the department order under

Section 1201.356 as a result of an action of the consumer, the

manufacturer or retailer must make that allegation in the written

statement required by Subsection (a). The department shall

investigate the allegation, and if the department determines that

the allegation is credible, the department shall issue a new order

specifying the date and time of the proposed corrective action. The

department shall send the order to the consumer and the

manufacturer or retailer, as applicable, by certified mail, return

13
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receipt reguested. If the consumer refuses to comply with the

department's new order, the manufacturer or retailer, as

applicable:

(1) is discharged from the obligations imposed by the

relevant department orders;

(2) has no liability to the consumer; and

(3) 1is not subject to an action by the department for

failure to provide warranty service.

SECTION 22. Section 1201.361, Occupations Code, is amended
to read as follows:

Sec. 1201.361. INSTALLER'S WARRANTY. (a) For all secondary
installations not covered by the retailer's warranty described by
Section 1201.352 and for the installation of all used manufactured
homes, the installer shall give the manufactured home owner a
written warranty that the installation of the home was performed in
accordance with all department standards, rules, orders, and

requirements.

(b) The warranty must conspicuously disclose the

requirement that the consumer notify the installer of any claim in

writing in accordance with the terms of the warranty. Unless the

warranty provides for a longer period, the installer has no

obligation or liability for any defect described in a written

notice received from the consumer more than two years after the date

of the installation.

SECTION 23. Section 1201.405, Occupations Code, is amended
by adding Subsection (e) to read as follows:

(e) In determining the amount of actual damages under this

14
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section, the director shall make an independent inquiry as to the

damages actually incurred, unless the damages have been established

by a contested jury trial.

SECTION 24. Section 1201.451(a), Occupations Code, 1is
amended to read as follows:

(a) Except as otherwise provided by this subchapter, a
person may not sell, exchange, or lease-purchase a used

manufactured home without the appropriate transfer of good and

marketable title to the home [uwrless—the—satle,—exchanger—o¥

Jeasoe=purchase+5+to+
s
[P —apurchaser—for-the-purchaser's-business—use—o¥
[{')\ - vn}\111'|r:lnv *Fr\v "_}\I\ b abhih s aValalel f\'F vnk1111r:|1nn —)
(23— a3 rebuyilderFfor—th purpose—of—¥rebuitdin
sa%vageé4MHHH;HHaHHtheme].

SECTION 25. Section 1201.455, Occupations Code, is amended
to read as follows:

Sec. 1201.455. WARRANTY OF HABITABILITY REQUIRED. (a)
Except as otherwise provided by this subchapter, a person may not
sell, exchange, or lease-purchase a used manufactured home to a
consumer for use as a dwelling without providing a written warranty

that the home is and will remain habitable until the 60th day after

the later of the installation date or the date of the purchase

agreement.
(b) Unless, not later than the 65th [66+k] day after the

later of the installation date or the date of the purchase [sater
exchange,—oxr—lease=purchase] agreement, the consumer notifies the

seller in writing of a defect that makes the home not habitable, any

obligation or liability of the seller under this subchapter 1is

15
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terminated. The warranty must conspicuously disclose that notice
requirement to the consumer.

(c) If negotiations related to the sale, exchange, or

lease-purchase agreement are conducted primarily in a language

other than English, the written warranty and disclosure must be

provided to the consumer in the langquage in which the negotiations

are conducted.

SECTION 26. The heading to Section 1201.457, Occupations
Code, is amended to read as follows:
Sec. 1201.457. HABITABILITY: CHANGE TO OR FROM BUSINESS USE

OR SALVAGE.

SECTION 27. Section 1201.457(b), Occupations Code, 1is
amended to read as follows:
(b) The purchaser of a used manufactured home for business

use or the purchaser of a salvaged manufactured home may not sell,

exchange, or lease-purchase the home for use as a dwelling or allow

any person to occupy or use the home as a dwelling unless the

director issues a new statement of ownership and location
indicating that the home is no longer reserved for business use or
salvage. On the purchaser's application to the department for
issuance of a new statement of ownership and location, the
department shall inspect the home and, if the department determines
that the home is habitable, issue the statement of ownership and
location.

SECTION 28. Subchapter Z, Chapter 2306, Government Code, is
amended by adding Section 2306.591 to read as follows:

Sec. 2306.591. MANUFACTURED HOMES INSTALLED IN COLONIAS.

16
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(a) For a manufactured home to be approved for installation and use

as a dwelling in a colonia:

(1) the home must be a HUD-code manufactured home, as

defined by Section 1201.003, Occupations Code;

(2) the home must be habitable, as described by

Section 1201.453, Occupations Code; and

(3) ownership of the home must be properly recorded

with the manufactured housing division of the department.

(b) An owner of a manufactured home is not eligible to

participate in a grant loan program offered by the department,

including the single-family mortgage revenue bond program under

Section 2306.142, unless the owner complies with Subsection (a).

SECTION 29. Section 32.015(a), Tax Code, is amended to read

as follows:

(a) On payment of the taxes, penalties, and interest for a
year for which a valid tax lien [£4ledbeforeSeptember1,—20031]
has been recorded on the title records of the department, the
collector for the taxing unit shall issue a tax certificate showing
no taxes due or a tax paid receipt for such year to the person making
payment. When the tax certificate showing no taxes due or tax paid
receipt‘is filed with the department, the tax lien is extinguished
and canceled and shall be removed from the title records of the
manufactured home. The collector for a taxing unit may not refuse
to issue a tax paid receipt to the person who offers to pay the
taxes, penalties, and interest for a particular year or years, even
though taxes may also be due for another year or other years.

SECTION 30. Section 32.03, Tax Code, is amended by amending

17
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Subsections (a) and (b) and adding Subsections (a-1) and (a-2) to
read as follows:

(a) Except as provided by Subsection (a-1), a [&] tax lien

may not be enforced against personal property transferred to a

buyer in ordinary course of business as defined by Section 1.201(9)

of the Business & Commerce Code for value who does not have actual

notice of the existence of the lien [exy—3f—+the personal proeperty—is

(a=1) A tax lien against a manufactured home may not be

enforced unless it has been recorded with the Texas Department of

Housing and Community Affairs as provided by Section 1201.219,

Occupations Code:

(1) Dbefore October 1, 2005; or

(2) not later than six months after the end of the year

for which the tax was owed.

(a-2) A person may not transfer title of a manufactured home

until all tax liens perfected on the home have been extinguished or

satisfied and released. This subsection does not apply to the sale

of a manufactured home in inventory.

(b) A bona fide purchaser for value or the holder of a lien

recorded on the manufactured home statement of ownership and

location [decument—oftitle] is not required to pay any taxes that

have not been recorded with the Texas Department of Housing and

Community Affairs [impesed—inatax—year—that-beginsbefore—January

L 5001 1 . l c ]
5 il 1id 1 Tulv £iled , led .
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32=065]. In this section, "manufactured home" has the meaning

assigned by Section 32.015(b).

SECTION 31. The following laws are repealed:

(1) Sections 1201.164(b), 1201.165, 1201.206(a),
1201.215, 1201.216(c) and (d4), 1201.219(d), and 1201.222(b),
Occupations Code;

(2) Sections 32.014(d4) and 32.03(c)~-(j), Tax Code; and

(3) Section 623.093(d), Transportation Code.

SECTION 32. This Act takes effect immediately if it
receives a vote of two-thirds of all the members elected to each
house, as provided by Section 39, Article III, Texas Constitution.
If this Act does not receive the vote necessary for immediate

effect, this Act takes effect September 1, 2005.
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LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 79TH LEGISLATIVE REGULAR SESSION
April 11, 2005
TO: Honorable Kino Flores, Chair, House Committee on Licensing & Administrative Procedures
FROM: John S. O'Brien, Deputy Director, Legislative Budget Board

IN RE: HB2438 by Haggerty (relating to the acquisition and regulation of manufactured homes. ),
Committee Report 1st House, Substituted

No significant fiscal implication to the State is anticipated.

The bill would amend certain sections of the Occupations Code and the Tax Code related to
manufactured housing.

The bill would amend Chapter 1201 of the Occupations Code to increase the term from one year to
two years for a manufactured housing salesperson license. The bill would require the Texas
Department of Housing and Community Affairs Manufactured Housing Division (TDHCA-MHD) to
create a one-page disclosure statement to provide information on financing terms, taxes, and typical
costs associated with the purchase of a manufactured home. The bill would expand the recordation of
liens on manufactured homes with TDHCA-MHD, including tax liens currently recorded with the
counties, and provide that a lien is perfected only by filing with TDHCA-MHD. The bill would
require TDHCA-MHD to investigate and document the failure of a manufacturer or retailer to perform
warranty work due to an alleged action by a consumer. The bill would require the Director of
TDHCA-MHD to conduct an independent inquiry related to actual damages subject to reimbursement
from the Manufactured Homeowners Recovery Fund, unless the damages have been determined by a
contested jury trial.

The bill would amend the Tax Code to specify that a manufactured home Statement of Ownership and
Location (SOL) on file with TDHCA-MHD reflecting the owner's election as real property is a
prerequisite to the home and land being taxed as a single unit. The bill would require a taxing unit

to record with TDHCA-MHD a tax lien on a manufactured home and specify that the lien could not be
enforced unless it has been recorded with TDHCA -MHD before October 1, 2005, or not later than six
months after the end of the year for which the tax was owed. The bill would prohibit the transfer of
title for a manufactured home until all tax liens perfected on the home have been satisfied and
released. The bill would repeal language in the Transportation Code requiring the payment of property
taxes before a manufactured home can be legally transported out of the taxing unit's jurisdiction.

Based on the analysis of the Texas Department of Housing and Community Affairs, it is assumed any
duties and responsibilities associated with implementing the provisions of the bill could be
accomplished by utilizing existing resources. For the purposes of this analysis, it is assumed TDHCA-
MHD would stagger the biennial renewals of salesperson licenses and adjust fees as necessary to
cover the cost of agency operations and minimize any possible impact on state revenues.

The bill would take effect on September 1, 2005.

Local Government Impact

It is assumed the provisions of the bill could result in a loss of an undetermined amount of revenue to
units of local government that would vary by entity. Under the proposed language, some currently

valid tax liens would not be enforceable and tax foreclosure proceedings would not occur. It is
assumed the bill would result in additional administrative costs to collection offices relative to the
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filing and recording of individual property tax liens with the Texas Department of Housing and
Community Affairs.

Source Agencies: 332 Department of Housing and Community Affairs, 304 Comptroller of Public
Accounts

LBB Staff: JOB, JRO, MW, TG

20of2

S\



LEGISLATIVE BUDGET BOARD
Austin, Texas

FISCAL NOTE, 79TH LEGISLATIVE REGULAR SESSION
April 5, 2005
TO: Honorable Kino Flores, Chair, House Committee on Licensing & Administrative Procedures
FROM: John S. O'Brien, Deputy Director, Legislative Budget Board

IN RE: HB2438 by Haggerty (Relating to the acquisition and regulation of manufactured homes.),
As Introduced

No significant fiscal implication to the State is anticipated.

The bill would amend certain sections of the Occupations Code and the Tax Code related to
manufactured housing.

The bill would amend Chapter 1201 of the Occupations Code to increase the term from one year to -
two years for a manufactured housing salesperson license. The bill would require the Texas
Department of Housing and Community Affairs Manufactured Housing Division (TDHCA-MHD) to
create a one-page disclosure statement to provide information on financing terms, taxes, and typical
costs associated with the purchase of a manufactured home. The bill would expand the recordation of
liens on manufactured homes with TDHCA-MHD, including tax liens currently recorded with the
counties, and provide that a lien is perfected only by filing with TDHCA-MHD. The bill would
require TDHCA-MHD to investigate and document the failure of a manufacturer or retailer to perform
warranty work due to an alleged action by a consumer. The bill would require the Director of
TDHCA-MHD to conduct an independent inquiry related to actual damages subject to reimbursement
from the Manufactured Homeowners Recovery Fund, unless the damages have been determined by a
contested jury trial.

The bill would amend the Tax Code to specify that a manufactured home Statement of Ownership and
Location (SOL) on file with TDHCA-MHD reflecting the owner's election as real property is a
prerequisite to the home and land being taxed as a single unit. The bill would require a taxing unit

to record with TDHCA-MHD a tax lien on a manufactured home and specify that the lien could not be
enforced unless it has been recorded with TDHCA-MHD before October 1, 2005, or not later than six
months after the end of the year for which the tax was owed. The bill would prohibit the transfer of
title for a manufactured home until all tax liens perfected on the home have been satisfied and
released. The bill would repeal language in the Transportation Code requiring the payment of property
taxes before a manufactured home can be legally transported out of the taxing unit's jurisdiction.

Based on the analysis of the Texas Department of Housing and Community Affairs, it is assumed any
duties and responsibilities associated with implementing the provisions of the bill could be
accomplished by utilizing existing resources. For the purposes of this analysis, it is assumed TDHCA-
MHD would stagger the biennial renewals of salesperson licenses and adjust fees as necessary to
cover the cost of agency operations and minimize any possible impact on state revenues.

The bill would take effect on September 1, 2005.
Local Government Impact

It is assumed the provisions of the bill could result in a loss of an undetermined amount of revenue to
units of local government that would vary by entity. Under the proposed language, some currently
valid tax liens would not be enforceable and tax foreclosure proceedings would not occur. It is
assumed the bill would result in additional administrative costs to collection offices relative to the
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filing and recording of individual property tax liens with the Texas Department of Housing and
Community Affairs.

Source Agencies: 304 Comptroller of Public Accounts, 332 Department of Housing and Community
Affairs
LBB Staff: JOB, JRO, MW, TG
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By: Haggerty, Quintanilla (Senate Sponsor-Armbrister) H.B. No. 2438

(In the Senate - Received from the House April 29, 2005;
May 2, 2005, read first time and referred to Committee on Business
and Commerce; May 13, 2005, reported adversely, with favorable
Committee Substitute by the following vote: Yeas 7, Nays O;
May 13, 2005, sent to printer.)

COMMITTEE SUBSTITUTE FOR H.B. No. 2438 By: Carona

A BILL TO BE ENTITLED
AN ACT

relating to the acquisition and regulation of manufactured homes.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:

SECTION 1. Section 1201.101(f), Occupations Code, 1is
amended to read as follows:

(f) A person may not act as a salesperson of manufactured
housing unless the person holds a salesperson's license [is—a
é&eense—he%ée*] A retailer or broker may not employ or otherwise
use the services of a salesperson who is not licensed. A licensed
salesperson may not participate in a sale of a manufactured home
unless the sale 1s through the retailer who sponsored the
salesperson's application as required by Section 1201.103(d).

SECTION 2. Section 1201.103(d), Occupations Code, is
amended to read as follows:

(d) An applicant for a salesperson's license must:

(1) file with the director an application that
provides [p¥ewiding] any information the director considers
necessary and that is sponsored by a licensed, bonded retailer; and

(2) pay the required fee.

SECTION 3. Section 1201.106(a), Occupations Code, is
amended to read as follows:

(a) An applicant for a license or a license holder shall
file a bond or other security under Section 1201.105 for the
issuance or renewal of a license in the following amount:

(1) $100,000 for a manufacturer;

(2) $50,000 for a retailer;

(3) $30,000 for a rebuilder;

(4) $50,000 [$26+068] for a broker; or

(5) $10,000 for an installer.

SECTION 4. Section 1201.107, Occupations Code, is amended
by adding Subsection (d) to read as follows:

(d) If a retailer or broker offers for sale or participates
in any way 1n the sale of a manufactured home at a location other
than an undivided parcel of real property where more than one
manufactured home 1s located and offered for sale, exchange, or
lease-purchase by a retailer or broker to the public, the retailer
or broker must:

(1) identify the bond on file with the department in
conjunction with that person's license; and

(2) provide contractually in the sales transaction
that the identified bond applies to the sale.

SECTION 5. Sections 1201.113(a), (b), (e), and (qg),
Occupations Code, are amended to read as follows:

(a) The board shall recognize, prepare, or administer
certification and continuing education programs for salespersons
[pe¥sens] regulated under this chapter.

(b) A person who holds a salesperson's license [heltde¥r] must
participate in certification and continuing education programs as
provided by Subsection (e).

(e) A salesperson must complete eight hours of
certification and continuing education programs not later than the
90th day after the date the salesperson's initial license 1is
issued. To renew a salesperson's license, a salesperson [Rersens]
regulated under this chapter |

and—directlydnvetvedIn+the sale—of
mangfactured—housing] must complete an additional eight hours of
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certification and continuing education programs for each renewal
[eaeh—ypeax]. The programs must be presented by a board-approved
organization or educational institution and must 1include
instruction 1in applicable [addxess] state and federal law,
[ : . . |
relevant] consumer protection regulations, and ethical standards.

(g) The board shall suspend the license of a salesperson
[pexson] regulated under this chapter who does not complete the
programs as required by this section. The board shall reinstate the
license on the salesperson's [pe¥rsen's] completion of the programs.

SECTION 6. Section 1201.114(a), Occupations Code, is
amended to read as follows:

(a) A manufacturer's, retailer's, broker's, or installer's
license is valid for one year. A salesperson's license is valid for
two vyears. A license [amd] may be renewed as provided by the
director. A person whose license has been suspended or revoked or
whose license has expired may not engage in activities that require
a license until the license has been reinstated or renewed.

SECTION 7. Section 1201.151(d), Occupations Code, is
amended to read as follows:

(d) This section does not apply to:

(1) a deposit held in escrow 1in a real estate
transaction; or

(2) money stated to be a down payment in an executed
retail [dmstallment] sales contract.

SECTION 8. Section 1201.159(a), Occupations Code, is
amended to read as follows:

(a) A broker shall ensure that the seller gives the buyer
the applicable disclosures and warranties that the buyer would have
received if the buyer had purchased the manufactured home through a

licensed retailer [may—but—3ic—net—reguired—to—be—the—agent—of—a
pea4aL—ia¥e4ﬁ%%L—*n—44u}—saéeT—*ﬁﬁ#ﬁﬁ%$}r—e*—éba&se-pu%ehase—*ﬁ?—a

. ) 1.

SECTION 9. Sections 1201.163(a) and (b), Occupations Code,
are amended to read as follows:

(a) In addition to the disclosure statement required by
Section 1201.162, the department shall adopt rules creating a
one-page form printed in at least 12-point type that addresses
[addxessang] consumer protection disclosures required in chattel
mortgage transactions and shall prescribe the form for the
disclosure statement. A consumer protection disclosure statement
under this subsection may not contain any blank lines and must
contain only [dmedude] the following:

(1) a statement of the significant differences between
chattel mortgages and real estate mortgages;

(2) an itemization of typical [estimated—closing]
costs associated with a chattel mortgage purchase of a manufactured
home [—f—=an¥]; and

(3) an example [estimate—of —the +total—amount] of
monthly payments in three typical chattel mortgage transactions,
including an estimate of the amount of the[+

[+A&>] principal, [amré] interest, [paymentss
[B)—costs—of—any] required insurance

premium, [+] and

[4e)——costs—Ffoxr—payment—oE] ad valorem taxes[+

(b) A retailer shall provide the consumer protection
disclosure statement to the consumer [at—3east—24-heuxrs] before the
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completion of the first credit application [instatlment—contractis
! 3 - 1.

SECTION 10. Section 1201.164(a), Occupations Code, 1is
amended to read as follows:

(a) In a chattel mortgage transaction involving an
installment contract, a retailer shall deliver to a consumer at
least 24 hours before the contract is fully executed [#he

: 3 3 ] the
contract, with all required information included, signed by the
retailer. The delivery of the [&iselosure—statements—and]
installment contract, with all required information included,
signed by the retailer constitutes a firm offer by the retailer.
The consumer may accept the offer not earlier than 24 hours after
the delivery of the contract [deeuments]. If the consumer has not
accepted the offer within 72 hours after the delivery of the
contract, the retailer may withdraw the offer.

SECTION 11. Section 1201.2055, Occupations Code, 1is amended
by amending Subsection (d) and adding Subsections (e), (f), (g),
and (h) to read as follows:

(a) 1If [ ; i
Jocation—+te] an owner elects [whe—has—eleected] to treat a
manufactured home as real property, the department shall issue to
the owner a certified copy of the statement of ownership and
location that on its face reflects that the owner has elected to
treat the manufactured home as real property at the location listed
on the statement. Not later than the 60th day after the date the
department issues a certified copy of the statement of ownership
and location to the owner, the owner must:

(1) file the certified copy in the real property
records of the county in which the home 1s located; and

(2) notify the department that the certified copy has
been filed.

(e) A [the] manufactured home is not considered to be real
property until a certified copy of the statement of ownership and
location has been filed and the department has been notified of the
filing as provided by Subsection (d).

(f) 1If the department is notified under Subsection (d), the
department in a timely manner shall note in i1ts records that a real
property election has been perfected. If the department is not
notified as described by Subsection (d), the department shall note
in its records that a real property election has not been perfected
and that the home remains personal property [in—thexeal propexty
%eGe%éS—9@4QH%€OHH%y—H++#H£%P%h€4%¥ﬁ+&€—%&&&%&é]

(g) After the department notes in its records that a real
property election has been perfected |

], the home is considered

in-the—¥real-propertyrecords—ofthecounty
to be real property for all purposes [in—theformeofanimprovement
fo—the—undexrlyping—real-property—on—which—the homeic tocatred—rIF—a

(h) The provisions of this chabter relating to the

construction or installation of a manufactured home or to
warranties for a manufactured home apply to a home regardless of
whether the home 1s considered to be real or personal property.

SECTION 12. Section 1201.206(d), Occupations Code, 1is
amended to read as follows:

(d) Not later than the 30th day after the date of each [At=a]
subsequent sale or transfer of a [£#ke] home that is considered to be
personal property, the seller [ purechasex] or transferor
[£xansferee] shall provide to the department a completed
application [app+y¥] for the issuance of a new statement of
ownership and location.

SECTION 13. Section 1201.207(a), Occupations Code, 1is
amended to read as follows:

(a) The department shall process any completed application
for the issuance of a statement of ownership and location not later
than the 15th [36€h] working day after the date the application is
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received by the department. If the department rejects an
application, the department shall provide a clear and complete
explanation of the reason for the rejection and instructions on how
to cure any defects, if possible.

SECTION 14. Subchapter E, Chapter 1201, Occupations Code,
